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THE TRADE-MARA REPORTER 


Part I 


THE F.T.C., TRADEMARKS AND PUBLIC INTEREST* 
By Albert A. Carretta** 


On May 2, 1955, the Federal Trade Commission issued an 
Order which, among other things, enjoins respondents Standard 
Sewing Equipment Corporation, and William J. Hackett and 
Harry Kron, individually and as officers of said corporation, from 
using the word unrvErsaL (the Corporation’s properly registered 
trademark) or any simulation thereof, as a brand or trade name 
to designate, describe or refer to their sewing machine heads or 
sewing machines of which the heads are a part, unless there ap- 
pears in connection therewith, in legbile and clearly visible mark- 
ing, the name of the corporate respondent sTANDARD SEWING 
EQUIPMENT CORPORATION. The provisions of the Order are enforce- 
able in connection with the offering for sale, the sale or the 
distribution of sewing machine heads or sewing machines in com- 
merce, as ‘‘commerce”’ is defined in the Federal Trade Commission 
Act. 

Simultaneously with the issuance of the aforesaid Order, the 
Commission published four separate opinions written by four of 
the five Commissioners. Commissioner Secrest wrote more than 
13 pages for the majority; Chairman Howrey wrote a very brief 
concurring opinion; Commissioner Gwynne wrote approximately 
9 pages in dissent; and Commissioner Mason wrote a little more 
than 6 pages in concurring with Commissioner Gwynne’s dissent. 
A careful reading of each of these opinions is recommended to 
lawyers and to businessmen who may be interested in the field of 
trademarks. 


* Paper based-on an address delivered at the Practising Law Institute symposium, 
June 24, 1955. 

** Formerly Commissioner of Federal Trade Commission; now practicing attorney 
in Washington, D. C.; member of Law School faculty of The Catholic University of 
America, 
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While the writer concurs with Commissioners Gwynne and 
Mason insofar as their dissenting opinions deal with the question 
of adequacy of marking of country of origin upon respondents’ 
sewing machine heads and sewing machines, no comment will be 
made herein concerning that question. This article will be limited 
to a discussion of the Commission’s decision that the respondénts 
may not hereafter, without qualification, use their properly regis- 
tered trademark UNIVERSAL on sewing machine heads or sewing 
machines sold by them in interstate commerce. 


The complaint issued by the Federal Trade Commission in the 
instant case charged in paragraph 7 thereof that: 


‘‘Respondents have adopted and used the word uNIVERSAL 
as the trade or brand name for their sewing machine heads, 
which word, is embossed or printed on the front horizontal 
arm of the head in large conspicuous letters, and use such 
trade name in their advertising matter. The word uNIVERSAL 
has been used for many years as a trade or brand name by 
one or more long established corporations and firms trans- 
acting and doing business in the United States whose prod- 
ucts, sold under said brand or trade name, are well and 
favorably known to the purchasing public.’’ 


The complaint also alleged that the aforesaid acts and prac- 
tices of respondents are all to the prejudice and injury of the 
public and of respondents’ competitors and constitute unfair 
methods of competition and unfair and deceptive acts and practices 
in commerce within the intent and meaning of the Federal Trade 
Commission Act. 


The respondent Standard Sewing Equipment Corporation is 
a corporation organized and existing under and by virtue of the 
laws of the State of New York with its office and principal place 
of business located in New York City. The two individual respond- 
ents were officers of the corporation who formulated and controlled 
the policies and practices of the corporation. 


The corporate respondent was organized in 1946 for the 
purpose of selling in the United States imported sewing machines, 
—it being the first importer to do so. Early in its corporate life, 
said respondent considered the adoption and use of the word 
STANDARD to identify its sewing machines. This undoubtedly was due 
to the fact that the word stanparp was part of the corporate name 
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STANDARD SEWING EQUIPMENT CORPORATION. However, it learned, 
upon attempting to register sTaNDARD as a trademark, that there 
were some complications, and said respondent thereupon decided 
on the word untIversaL instead. The latter name, it developed, had 
been registered as a trade name by the White Sewing Machine 
Company of Cleveland, Ohio for use on sewing machines, but 
apparently the name had not been so used for a number of years. 
Respondents’ attorneys succeeded in having the registration can- 
celled for non-user by the United States Patent Office and on 
April 4, 1950, the United States Patent Office issued a trademark 
registration to Standard Sewing Equipment Corporation for the 
word UNIVERSAL to be used on sewing machines, and it was there- 
after put on a majority of the sewing machine heads which 
respondents imported from Japan. 

It is interesting to note that the majority opinion of the Com- 
mission in this case contains the following language: 

‘‘They (the respondents) have spent a considerable sum of 

of money in promoting and defending their trade-mark. 

Respondents have prevented, by about 25 legal actions, (pri- 

vate suits, that is) the use of the word uNIvERSAL on sewing 

machines distributed by others.’’ (words in parenthesis added 
by writer) 
Where would our administrative process be if the respondents, 
instead of having instituted 25 private legal actions, had succeeded 
in convincing the Federal Trade Commission to issue complaints 
against those who allegedly infringed upon respondents’ right to 
the use of the trademark UNIVERSAL on sewing machines. 

Both the Initial Decision of the Hearing Examiner in the 
subject case and the majority opinion of the Commission disposing 
of the case contain references to the interest of Landers, Frary and 
Clark in the brand name untversaL. The record discloses that said 
Landers, Frary and Clark had also registered the brand name 
UNIVERSAL with the United States Patent Office for use on a wide 
variety of kitchen and household appliances. However, the findings 
as to the facts issued by the Hearing Examiner specifically state 
that Landers, Frary and Clark has never manufactured or sold 
sewing machines nor does the firm have the brand name UNIVERSAL 
registered for use on sewing machines. 


In determining whether the respondents improperly used the 
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trademark UNIVERSAL, the majority opinion of the Commission con- 
sidered the following factors: 

1. The fact of actual confusion among purchasers. 

2. The character of the mark, whether strong or weak. 

3. The nature of the competing products. 

With respect to its consideration of the first factor, i.e. actual 
confusion among purchasers—the majority of the Commission 
stated: 

‘‘In this case there is considerable evidence of actual con- 

fusion. A substantial number of witnesses in support of the 

complaint testified they were familiar with the line of prod- 
ucts sold under the trade-mark uniIversaL and thought they 
were buying from that line.’’ (italics added) 

Now let us look at a sentence contained in the findings as to 
the facts published by the Hearing Examiner who actually heard 
and who actually observed the witnesses. In paragraph 13 of the 
Hearing Examiner’s Initial Decision, the following sentence 
appears: 

“‘The evidence as to consumer confusion over the name 


UNIVERSAL 1s in some conflict.’’ (italics added) 


One might wonder whether the opinion of the Commission might 
have been based upon the fact that counsel in support of the com- 
plaint actually took testimony from 20 witnesses, while counsel for 
the respondents merely stipulated that respondents could produce 
approximately 10 purchasers of respondents’ machines who would, 
if called, testify that the name untversaL thereon did not indicate 
to them any connection with Landers, Frary and Clark. Might the 
testimony of the 20 witnesses who actually appeared have swayed 
the Commission when such testimony was compared with the mere 
stipulation that respondents could produce 10 purchasers in its 
behalf? In this connection, the writer quotes with approval from 
the dissenting opinion of Commissioner Mason in this case, who 
said: 
‘‘Opinions and impressions—they blossom everywhere and, 
with proper selection, witnesses will always come up with the 
‘right answers’,—a dozen for the prosecution—a dozen for 
the defense—depending on who calls them. Under most cir- 
cumstances these witnesses clutter up a record and waste the 
tax payers’ money with no other results than the pitting of 
one set of propaganda against another.’’ 
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There is no doubt that the respondents, if they had desired, could 
have secured a thousand witnesses who would have testified that 
the name UNIVERSAL did not indicate to them any connection with 
Landers, Frary and Clark. Opinion testimony in cases of this 
nature is, in the writer’s opinion, a waste of money. It would serve 
the public interest to better advantage if such testimony was ex- 
cluded entirely. In lieu of such opinion testimony, the opinions and 
judgments of the Federal Trade Commissioners themselves could 
be substituted. As ‘‘experts’’ in the field of deceptive practices, 
Federal Trade Commissioners could with reasonable accuracy 
determine whether a particular use of a trade name had the effect 
of deceiving the public or was likely to deceive the public. 

With respect to the second factor considered by the majority 
of the Commission, i.e. the character of the mark, whether strong 
or weak, the opinion seems to cite with approval the decision of 
the court in the matter of Arrow Distilleries, Inc. v. Globe Brew- 
ing Co., 117 F. (2d) 347, 31 TMR 51 (1941). There, the use of the 
word arrow on beer and ale was permitted even though another 
company used it on alcoholic cordials and liqueurs. In commenting 
upon this case, the majority of the Commission surprisingly used 
the following language: 

“The court gave, as examples of strong marks, arbitrary, 

fanciful or distinctive words, such as AUNT JEMIMA, KODAK 


and ROLLS ROYCE; but words in common use are given a much 
narrower scope, such as UNIVERSAL, BLUE RIBBON, GOLD MEDAL.’’ 


(underlining added) 
The majority opinion of the Commission is surprising because it 
pointed out, and supported by an opinion of a court, the fact that 
the word UNIVERSAL is a weak mark. In the Arrow Distilleries 
case, the parties to the suit each used the same trademark arrow 
for their products. Both parties had registered the mark with the 
Patent Office. In commenting upon strong and weak marks, the 
court in that case stated: 


‘The crucial issue in the case is whether the word arrow is 
a word of such distinctive character, when adopted as a trade- 
mark for one kind of intoxicating liquors, that it cannot be 
used on any other kind without creating the belief that both 
spring from a common source, or, on the other hand, is a 
word like sTANDARD, OF GOLD MEDAL, OF BLUE RIBBON, which has 
been adopted by many persons as a trade-mark for articles 
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of divers kind that it does not signify the goods of any one 
user.’’ (italics added) 

It appears that in citing with approval the Arrow Distilleries case, 
the majority of the Commission was arguing against itself inas- 
much as weak generic terms do not give persons the right to their 
exclusive use. One who devises a new and distinctive word to 
describe his wares may prevent others from taking his word or 
set of words to apply even to totally different goods; but one who 
takes a word or phrase which is commonplace must be content 
with that special field which he labels with so undistinctive a name. 
The rule that coined fanciful marks or names should be given a 
much broader degree of protection than words in common use 
appears to be endorsed by the majority of the Commission, but 
the conclusion which it reached in the Standard Sewing Equip- 
ment Corporation case seems to be at odds with the rule. A 
manufacturer may not adopt, as part of the name of his business, 
the established trademark of another, if thereby the public would 
be led to believe that goods made by the former were produced 
by the latter, but such rule does not permit one who has adopted 
a common word to indicate a product of his manufacture so as to 
monopolize the term and the exclude others from using it in any 
kind of business. General Shoe Corporation v. Rosen, 111 F.(2d) 
95, 30 TMR 227 (C.A. W.Va., 1940), rehearing denied, 112 F.(2d) 
561, 30 TMR 438. 

On the basis of the record made in the Standard case, a ma- 
jority of the Commission found that the respondents, by placing 
in the hands of distributors their sewing machine heads and com- 
plete sewing machines, and by using the word untversaL on the 
horizontal arm, have provided dealers with a means and instrumen- 
tality whereby they may, and do, mislead and deceive the purchas- 
ing public as to the origin, manufacturer and sponsorship of said 
machines. Based upon such finding, the majority of the Commis- 
sion modified the recommended order of the Hearing Examiner 
which would have required the complete excision of the trade name 
UNIVERSAL, and instead ordered the respondents to cease and 
desist from using the trade name on sewing machines ‘‘unless there 
appears in connection therewith, in legible and clearly visible 
marking, the name of the corporate respondent sTaNDARD SEWING 
EQUIPMENT CORPORATION.’’ Why should Standard Sewing Equip- 
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ment Corporation be required by order to use its corporate name 
whenever it uses its properly registered trademark? What about 
the other users of the trademark universaL? The majority opinion 
of the Commission stated: 

‘‘The U. S. Patent Office has issued trade-mark registrations 


in at least 64 instances and to many different companies of 
the word uNIvERSAL to be applied to a variety of products.’’ 


Is Standard Sewing Equipment Corporation the only user of an 
identical registered trademark to be required, by order, to use its 
corporate name in connection with its trademark? In this connec- 
tion, the findings as to the facts published by the Hearing Ex- 
aminer in this case are interesting. He stated in paragraph 12 as 
follows: 

‘‘Respondents and their dealers have also advertised unt- 

VERSAL sewing machines locally to a considerable extent and 

such machines are listed in the catalogs of mail order houses 

and sold in department stores. Such advertising always bears 

corporate respondents’ name or that of the dealer.’’ (italics 

added) 
Consider especially the words: ‘‘Such advertising always bears 
corporate respondents’ name * * *.’’ If this finding of the Hearing 
Examiner is correct and it must be assumed that it is, it appears 
that these respondents have not hesitated in the past to connect 
their corporate name with their properly registered trademark. 
But to be required to do the same thing by order is a different 
matter, especially when other users of the same trademark are 
free to exercise individual judgment. 

With regard to the third factor considered by the majority 
of the Commission, i.e. the nature of the competing products, the 
majority stated that it is not necessary that the competing prod- 
ucts be identical. This is undoubtedly correct and we must remem- 
ber that the courts have sustained the use of identical marks on 
different products. The mere fact that one person has adopted 
and used a trademark on his goods does not prevent the adoption 
and use of the same trademark by others on articles of a different 
description. American Steel Foundries v. Robertson, 269 U.S. 372, 
13 TMR 289 (1926). It is generally held that right to the exclusive 
use of a trademark is limited to a use on the particular class of 
goods on which it has been used, others being entitled to use the 
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identical mark or name in connection with the sale of different 
goods. Simplex Automobile Company v. Kahnweiler, 147 NYS 
617, 4 TMR 353 (1914). 

In discussing the same factor, the majority of the Commission 
stated that the testimony in this case showed that one witness 
thought the sewing machine she purchased was all right because 
she had heard of unrIversaL irons and toasters—which irons and 
toasters were distributed by some one other than the respondents 
in this case. Eleven of the witnesses thought that the sewing ma- 
chines of the respondents were made in the United States because 
of the name unIversAL. This type of testimony is very interesting 
but the owner of a trademark is not entitled to a guaranty against 
confusion in the minds of careless and indifferent buyers. Misha- 
waka Rubber & Woolen Manufacturing Company v. Panther- 
Panco Rubber Company, 55 F. Supp. 308 (1944). In marketing 
goods, one is not bound to make them foolproof so that no one 
can make a mistake in regard to source thereof, but is required 
only to use every reasonable means to prevent confusion. Quaker 
Oats Company v. General Mills, 134 F.(2d) 429, 33 TMR 178 (1943). 

In further support of the principle that opinion testimony by 
witnesses should be done away with entirely in F.T.C. cases in- 
volving the likelihood of confusion when two or more suppliers use 
similar trademarks, and that the individual judgments of the 
F.T.C. Commissioners should be substituted therefor, the follow- 
ing is to be noted. 

In the matter of Standard Brands, Inc. v. Smidler, 151 F.(2d) 
34, 35 TMR 277 a Second Circuit Court case decided in 1945, the 
court had before it an infringement suit involving the use of the 
mark V-8. The Cireuit Court affirmed the decision of the lower 
court which had held that the defendant’s use of V-8 was likely 
to confuse purchasers or mislead them into the belief defendant’s 
product was in fact manufactured by plaintiff. The plaintiff in 
that case distributed a vegetable juice cocktail and the defendant 
distributed vitamin tablets. In his concurring opinion, Circuit 
Judge Frank stated: 


‘‘T know that I for one, would never think that defendant’s 
tablets, sold in drug stores, are the product of the manufac- 
turer of V-8 vegetable juice, sold in food stores and res- 
taurants. I am reluctant to conclude that any considerable 















Vol. 45 T. M. R. F.T.C.. TRADEMARKS AND PUBLIC INTEREST 873 


number of my fellow-citizens are more easily fooled than I 

am.’’ (italics added) 

Consider particularly Judge Frank’s statement that he is reluctant 
to conclude that any considerable number of his fellow citizens 
are more easily fooled than he is. In this case, although Judge 
Frank concurred with his colleagues on the court as to the likeli- 
hood of confusion, he said: 

‘<The conclusion of my colleagues outweighs my doubts suffi- 

ciently so that, although with much hesitation, I concur. I 

would not, however, be sorry if the Supreme Court reversed 

our decision.”’’ 

In another case decided by the Second Circuit Court in 1948 
—General Time Instruments Corporation v. United States Time 
Corporation, 165 F.(2d) 853, 38 TMR 172—the following footnote 
appears in connection with the dissenting opinion written in that 
case by Circuit Judge Frank: 

‘‘In invoking judicial notice in this field, a judge’s personal 

reactions may serve as some guide to the reactions of others.’’ 
That case involved the copying of an unpatented clock design. 


Some consideration must be given to the statutory pre- 
requisite of ‘‘ public interest’’ contained in Section 5 of the Federal 
Trade Commission Act. That Section provides that before a com- 
plaint may be issued by the Commission, the Commission must 
first have reason to believe that the proposed respondent has been 
or is using an unfair method of competition or an unfair or decep- 
tive act or practice in commerce, and second, it must appear to the 
Commission that a proceeding by it in respect thereof would be 
to the interest of the public. Both findings are necessary. If 
‘public interest’’ is lacking, the Commission has no authority to 
issue a complaint. On occasions, the courts have criticized the 
Federal Trade Commission for injecting itself into what appeared 
to the courts to be private arguments between two competitors. 

In determining whether a proposed proceeding would be in the 
public interest, the Commission exercises a broad discretion. When 
the individual Commissioners vote in favor of issuing a complaint, 
they are in effect saying that it appears to them at that time 
that the proceeding would be to the interest of the public. It is 
recognized, of course, that the Commission’s action in authorizing 
the filing of a complaint, like its action in entering an order thereon, 
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is subject to judicial review. After a complaint has been issued, 
the specific facts established may show, as a matter of law, that the 
proceeding which it authorized was not in the public interest, 
within the meaning of the Act. If this appears at any time during 
the course of a proceeeding before it, the Commission should im- 
mediately dismiss the complaint. If, instead, the Commission 
enters an order, then on appeal, the court in all probability would 
dismiss the complaint without even inquiring into the merits of 
the case. 

The problem concerning ‘‘public interest’’ cannot be mini- 
mized. At the time the Commissioners are called upon to determine 
whether a complaint should issue, it is not always a simple matter 
to decide with certainty whether public interest, within the mean- 
ing of the Act, exists. Certainly, the mere fact that it is to the 
interest of the community that private rights shall be respected is 
not enough to support a finding public interest. To justify filing a 
complaint in the name of the Government of the United States, 
the public interest must be specific and susbtantial. When an unfair 
method of competition or a deceptive act or practice threatens the 
existence of present or potential competition, public interest can 
be found to exist. When an unfair method of competition or a 
deceptive act or practice is employed under circumstances which 
involve flagrant oppression of the weak by the strong, public 
interest can be found to exist. When an unfair method of compe- 
tition or a deceptive act or practice results in a widespread but 
small loss to many individuals—no one of whom would entertain 
the thought of instituting a private suit to enjoin the unfair con- 
duct, public interest can be found to exist. 

The Government of the United States should certainly do 
everything within its power to protect both businessmen and con- 
sumers against the improper use of trade-marks. But the Govern- 
ment should not spend taxpayers’ money in an attempt to settle 
private controversies. It should proceed with caution therefore in 
handling cases of doubtful public interest. 

Concerning the question of ‘‘public interest’’, it is to be noted 
that the United States Court of Appeals for the District of 
Columbia Circuit, as recently as June 23, 1955, handed down a 
unanimous decision in the matter of North American Airlines, Inc. 
v. Civil Aeronautics Board, in which the Court reversed the Civil 
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Aeronautics Board’s ruling that North American Airlines, Inc. 
was to ‘‘cease and desist from air transportation under that name’”’ 
because of confusion with American Airlines. The petitioner in 
that case sought review of a Board order which denied petitioner’s 
application for authority to engage in air transportation under the 
name NORTH AMERICAN AIRLINES, INc. American Airlines, Inc. was 
allowed to intervene in opposition to petitioner’s application, 
representing that the name NorTH AMERICAN infringed upon the 
established name of American Airlines, Inc. and constituted unfair 
competition within the meaning of Section 411 of the Civil Aero- 
nautics Act. 

The Board had found that the use of the name NorTH AMERICAN 
AIRLINES, INC. constituted an unfair or deceptive act and an unfair 
method of competition within the meaning of Section 411 of the 
Act; and that the public interest required denial of the application 
for authority to engage in air transportation under the name 
NORTH AMERICAN AIRLINES, INC. 

The Board had purported to predicate ‘‘ public interest’’ upon 
the ‘‘confusion’’ attributable to North American’s knowing use of 
a ‘‘confusingly similar name’’ to that of American. Section 411 
empowered the Civil Aeronautics Board ‘‘in the interest of the 
public’? to enjoin unfair practices or unfair methods of com- 
petition. 

In setting aside the Board’s order, which in effect had sus- 
tained the objections of American Airlines, Inc. to the use by a 
competitor of a similar trade name, the Circuit Court for the 
District of Columbia Circuit stated: 

‘‘Tt would seem that without more, protection by the Board 

of a name monopoly, employing the vast force of the United 

States in its support, is far outside the scope of the powers 

entrusted to the Board.’’ 

‘‘We are reinforced in our conviction by a review of the 

leading cases in which the Supreme Court has clearly taught 

the nature and the substance of the public interest to be con- 
sidered and the criteria to be applied in proceedings under 
the Federal Trade Commission Act. Since that body of law 
likewise surrounds the bare bones of § 411 of the Act before 
us, we must be guided accordingly. Given an order in a case 
which falls within the standards of illegality thus connoted, 
with adequate explanation of the reasons why the public 
interest demands such an order, and a determination based 
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upon adequate supporting evidence that the respondent has 
engaged in the conduct to be condemned, we will sustain the 
Board. This is not such a case, and when as a matter of law 
we so conclude, it is our duty to set aside the Board’s order. 
We do so.’’ (italics added) 

It thus appears quite clear that where ‘‘ public interest’’ is a 
statutory factor, the Circuit Court for the District of Columbia 
Cireuit is not receptive to the idea that the vast forces of the 
Federal government should be used to protect a name monopoly 
unless adequate explanation can be made of the reasons why the 
‘‘nublic interest’’ requires such use. 

Consistency is a jewel which should be treasured (except, of 
course, when in view of more sober consideration or in view of 
changed circumstances, one’s prior opinions and decisions must 
be reversed). 

In the majority opinion in the matter of Standard Sewing 
Equipment Corporation, et al; the Commission stated: 

‘Tf, in 16 cases we hold that 12 inches make a foot, precedent 

requires that we give pause before, in subsequent cases, we 

hold that 6 inches make a foot.’’ 

Not so long ago, on February 21, 1955 to be exact, the Federal 
Trade Commission published a letter-opinion disposing of an 
application which had requested a Commission investigation into 
resale price agreement enforcement practices of certain unnamed 
manufacturers in the jewelry industry. The applicants had con- 
tended that some jewelry manufacturers were engaging in unfair 
methods of competition in violation of the Federal Trade Com- 
mission Act. They charged that the manufacturers were discrim- 
inating among competing distributors of their products by deliber- 
ately selling fair-traded merchandise to so-called discount houses 
without requiring adherence to the manufacturers’ fair-trade 
prices, at the same time enforcing fair trade prices against con- 
ventional retail jewelers. 


The Commission stated that it had given the matter intensive 
study and that it had reached the conclusion ‘‘that the matter is 
not one in which Federal Trade Commission jurisdiction could 
be invoked.’’ The letter-opinion, in discussing the problem, stated 
that it was clear that the applicants could resort to various avenues 
of self-help to correct the conditions of which they complained. 
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The Commission then proceeded to discuss the avenues of self- 
help which were available to the complaining retailers. 


The closing paragraphs of the Commission’s letter-opinion 
read as follows: 

‘The Federal Trade Commission must act in the public in- 
terest, to affirm, wherever possible, the basic competitive 
rationale of our free enterprise economic system. The Com- 
mission believes that the applicants here, through their own 
lawful efforts, may obtain the relief desired. In the absence 
of a showing that circumstances foreclose such efforts, the 
Commission cannot invoke antitrust sanctions in support of 
aggrieved applicants reluctant to effect that measure of self- 
help which would alleviate their condition. (italics added) 


“No ground is cited which affords a present basis for a pro- 
ceeding under Section 5 of the Federal Trade Commission Act. 


‘‘The application for an investigation has been denied. 
‘*By direction of the Commission.”’ 


The letter-opinion recognizes that the Federal Trade Com- 
mission must act in the public interest. But note the statement 
that ‘‘the Commission cannot invoke antitrust sanctions in sup- 
port of aggrieved applicants reluctant to effect that measure of 
self-help which would alleviate their condition.’’ Assuming for 
the moment that the Commission was on sound ground in making 
such statement, would not a desire to be consistent compel the 
Commission to refrain from bringing any action against a respond- 
ent allegedly using a confusingly similar trademark when the com- 
plainant has available an avenue of self-help, i.e. a private legal 
action against the party allegedly using a similar trademark? 


Conclusion 


The Federal Trade Commission should determine as a matter 
of policy the type of trademark cases which it will initiate. This 
has reference only to those trademark cases in which the Com- 
mission would normally allege that the respondent has been using 
in interstate commerce a trademark which is confusingly similar 
to one used by another long-established business. 


It must be assumed that after reviewing the results of an 
investigation, the Commission can reasonably determine whether 
or not it has reason to believe that the proposed respondent has 
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been or is using an unfair method of competition or an unfair or 
deceptive act or practice in commerce. 

If the Commission reaches an affirmative conclusion, what 
criteria should it then adopt in determining whether ‘‘a proceed- 
ing by it in respect thereof would be to the interest of the public.’’ 

If the investigation of the Commission does not disclose that 
a user of a trademark has been ‘‘passing off’’ his product as the 
product of another user of a similar trademark, then, 

(1) If the trademark involved is a ‘‘weak’’ mark, the Com- 

mission should abstain from issuing a complaint because 
a weak mark does not generally indicate the character, 
kind, or quality of the article and it does not give the 
user the right to its exclusive use. One who adopts a 
trademark which is common place must be content with 
that special field which he labels with so undistinctive a 
trademark. 

(2) If the mark is a ‘‘strong’’ mark, the Commission should 
abstain from issuing a complaint because the owner of 
the similar ‘‘strong’’ mark has available an expedient 
avenue of self-help, i.e. a private legal action. In cases 
of this type, it can be assumed that there would not be 
too many users of the similar ‘‘strong’’ mark. 

Of course, if the investigation of the Commission discloses 
that a user of a similar mark, be it weak or strong, has been ‘‘ pass- 
ing off’’ his goods as the goods of another, then the Commission, 
in protecting the right of the public to buy what it intends buying, 
should issue a complaint. 

The foregoing would not remove the Federal Trade Com- 
mission from all trademark cases because, regardless of whether 
the imitated mark is a weak mark or a strong mark, the Commis- 
sion should nevertheless assume jurisdiction, in the public interest, 
in the following types of cases: 

(1) When the use of the similar trademark threatens the 

existence of present or potential competition. 

(2) When the use of the similar trademark is employed under 
circumstances which involve flagrant oppression of the 
weak by the strong. 

(3) When the use of the similar trademark results in a wide- 
spread but small loss to many individuals—no one of 
whom would entertain the thought of instituting a private 

suit to enjoin the unfair conduct. 
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RECENT CANADIAN DECISIONS 
By Harold G. Fox, Q.C.* 


Since my last report to The Trade-Mark Reporter, very few 
judgments of the Canadian courts concerned with trademark 
matters have been delivered. The dearth of litigations in which 
infringement and passing off have been issues might possibly 
lead the observer to speculate as to the cause and to suspect an 
improving morality in Canadian commercial usage. Human nature 
being what it is that would probably turn out to be nothing more 
than a vain hope. 

In Donald Hart Limited v. Kilroy & Frank Kilroy Ltd. 
((1954), 13 Fox Pat. C. 97, 20 C.P.R. 44) the Manitoba Court of 
Queen’s Bench was called upon to adjudicate in a case involving 
the vexed question of the right of a person to use his own name 
as a trade name for a business. In that case the individual 
defendant, Kilroy, was one of the principal shareholders of the 
plaintiff company which adopted and used the trademark kmRoy 
in association with the sale of women’s blouses. Difficulties arose 
between the members composing the company and the defendant 
severed his connection, forming the corporate defendant under 
the name indicated above. This company then made and sold 
blouses labelled with the company’s name, the word k1Lroy being 
in larger letters than the words rranxk and tiuirep. There was 
evidence of confusion and of a decrease in the plaintiff company’s 
business. 

In these circumstances it would be normal to assume that 
the court would find that the individual defendant had engaged 
in the formation of the defendant corporation for the purpose 
of committing infringement and had actively prompted that 
infringement. On the contrary however the court found that 
everything the individual had done had been done not on his own 
behalf but on behalf of the company of which he was an officer 
and an employee and he was therefore not liable either under 
the Unfair Competition Act or at common law for infringement 
or passing off. 

On the question of infringement Maybank J. pointed out that 
the question to be decided is not whether dealers in or users of 





* Member of the Toronto, Ontario Bar; Associate Member U.S.T.A. 
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the wares which carry the mark or name complained of have in 
fact been led to an erroneous inference as to who is the maker 
of such wares. The question is only whether the mark or name 
complained of would be likely to cause an erroneous inference. 
This question of similarity is one to be determined by first impres- 
sion. He pointed out that people have a tendency to shorten or 
clip slogans or other phrases in common use and that both the 
plaintiff’s mark a KILROY oRIGINAL and the defendant’s mark 
FRANK KILROY LIMITED would tend to be shortened to the single 
word KILROY. 

The interesting nature of the decision, however, lies in the 
conclusion at which Maybank J. arrived on the defence relating 
to the use of the personal name. The learned judge was not misled 
into confusing questions involving trade name with those involv- 
in trademark, as Duff J. (later Chief Justice of Canada) allowed 
himself to be misled in the leading case of Hurlbut Co. v. Hurlbut 
Shoe Co. ((1925) S.C.R. 141). The present action was one for 
infringement of trademark and passing off and the right of the 
personal defendant to use his own name in business and pass it 
on to his co-defendant was not in issue. Maybank J. stated with 
clarity the position of an incorporated company using the per- 
sonal name of one of its incorporators or directors when he said 
that ‘‘whatever may be said about an individual’s inherent right 
to use his own name in business does not apply to an incorporated 
company. It has no inherent right to use a name chosen for it 
by its incorporators.’’ In this he was following a long line of 
eases which have rightly pointed out that the choice of a name 
ad hoc for a corporation does not carry with it any of the immu- 
nities that apply in the case of the honest use by a person of his 
own name. A corporation acquires the right to the use of a per- 
sonal name only when it is the successor of a business already 
established and carried on under such a name. 

It will be apparent that, although this case was decided 
under the terms of the Unfair Competition Act, it is exemplary 
of the principle applicable under section 20 of the Trade Marks 
Act which is now in force. Under that Act, where a proper name or 
surname has been registered as a trademark, any person bearing 
that name is permitted to use it in good faith as a trade name—but 
not as a trademark—so long as such use does not have the effect 
of depreciating the value of the good will attaching to a registered 
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trademark consisting of that name. Thus the principle of the 
decision of Maybank J. has now been placed in statutory form and 
is a principle that should have been, but was not, recognized by 
the Supreme Court of Canada in the Hurlbut case above noted. 

Another interesting case involving trade name was also 
decided by one of the western courts. In Barratt v. Auto Electric 
Services (Pacific) Limited, ((1954), 14 Fox Pat. C. 143, 21 C.P.R. 
30) the plaintiff had carried on for some years a business under 
the name AUTO ELECTRIC SERVICE in the city of Vancouver. The 
defendant corporation had carried on business in the Province of 
Ontario for some years under the name of AUTO ELECTRIC SERVICE 
LIMITED, later changing its name to that indicated in the style of 
cause. It then commenced to do business in the Province of 
British Columbia and contended that the words auTo ELECTRIC 
SERVICE were merely words descriptive of the business and that no 
exclusive or proprietary right in them could be claimed by the 
plaintiff. The British Columbia Supreme Court, however, found 
that the trade name of the plaintiff, although descriptive in form, 
in fact distinguished the business of the plaintiff and restrained 
the defendant from carrying on business under a similar title 
in the Province of British Columbia. 

The interesting principle expressed by Macfarlane J. in the 
course of his reasons for judgment was in connection with the 
finding that the officers of the defendant company knew of the 
operations of the plaintiff in British Columbia and deliberately 
decided to use the name irrespective of the use made by the 
plaintiff and regardless of inevitable confusion. The plaintiff had 
used the descriptive appellation for only some five years but the 
court found that it was nevertheless distinctive of the plaintiff’s 
business in British Columbia. The point at issue is an interesting 
one in that on the same principle the defendant company could 
doubtless show distinctive and secondary meaning of its name in 
the Province of Ontario, thus providing an illustration of the rule 
that good will may be localized. In pursuance of this principle the 
court held in effect that the position of such a localized good will 
does not permit a trading entity to move into the territory of 
another trading entity that has a localized good will in its own 
locality. Such a principle may in some cases have a limiting 
influence on the expansion of a business under its recognized name 
into a new territory where it would come into conflict with an 
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established company carrying on business under a similar name. 
But the reputation of a trade name in a local market has already 
been noted in the cases and is a principle that should be adhered 
to in the interests of fair trading. This decision should be con- 
trasted with that of the Exchequer Court in Steinberg v. Belgium 
Glove & Hosiery Co. of Canada Limited (Noted in 44 TMR 621) 
where the fact that the name in issue was one of geographical 
significance was found to be a bar to relief to the plaintiff against 
another trading entity moving in and taking advantage of his 
localized good will in that name. 

Two points of interest arose in the decision of Spence J. in 
the Supreme Court of Ontario in Standard Industries Ltd. v. Harry 
Rosen et al. ((1954), 14 Fox Pat. C. 173). In that case the defend- 
ant had copied and used in its sales material much material that 
was the original production of the plaintiff, including its trade- 
mark. The plaintiff was successful in obtaining an injunction 
restraining infringement of copyright and passing off. The de- 
fendant pleaded that the plaintiff was disentitled to relief because, 
in one place in the catalogue, it had falsely indicated that a certain 
device was the subject of a pending patent application. The court, 
however found that the inclusion of the statement relative to the 
pending patent application was an innocent and unimportant error 
that ought not to deprive the plaintiff of its right to restrain 
wholesale copying. 

The second point of interest lies in the fact that the defendant 
had placed its own trademark and name upon its material in 
company with the trademark of the plaintiff, and pleaded that 
under these circumstances there could be no passing off. It is 
obvious that such a course of conduct may assist a defendant if 
it appears to be an honest effort to distinguish. On the other hand 
it may only serve the purpose of accentuating the defendant’s 
fraudulent intent if it is done in an inconspicuous manner and 
does not serve actually to distinguish and to prevent passing off. 
It was on that basis that the plaintiff was held entitled to succeed 
in the present case. 

The decision in Richfield Oil Corporation v. Richfield Oil 
Corporation of Canada Limited ((1954), 14 Fox Pat. C. 187, 21 
C.P.R. 85, (1955) Ex. C.R. 17.) is one of very considerable interest 
because of the nature of the decision on one of the defences 
raised. In that case the plaintiff company sued the defendant 
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company for infringement of its trademark and for passing off 
by the use of a similar trade name. The defendant counter-claimed 
for expungement of the plaintiff’s trademark. The evidence 
showed that the defendant had never done any business in Canada 
and the only issues, therefore, were whether the plaintiff had a 
cause of action against the defendant for the use of its trade 
name and whether the defendant had any right to have the plain- 
tiff’s trademark expunged. 

The contention of the defendant was that the plaintiff had 
never made its trade name known in Canada. This issue was 
found in favour of the plaintiff although Thorson P. pointed out 
that the advertisement of the trademark or trade name in radio 
broadcasts had not, under the Unfair Competition Act, served 
to make the name known in Canada. So far as concerns trade- 
marks it will be noted that this situation has now been remedied 
by section 5 of the Trade Marks Act. 

In the past various decisions have discussed the question 
whether a corporation may knowingly adopt a trademark or trade 
name. This contention was disposed of by Thorson P. who pointed 
out that the knowledge of directors of a corporation must be 
imputed to the corporation and that such a question must be 
answered in the affirmative upon the basis of that knowledge. 

On the issue of expungement the court found that the 
defendant had no right to use the trademark sought to be expunged 
and therefore could not qualify as a person interested in order 
to give it a locus standi to maintain an action for expungement. 
This decision would at first sight appear to run counter to author- 
ity but upon examination will be seen to be harmonious. Where 
a trademark consists of a word that would be open to use by the 
defendant save for the registration the defendant qualifies as a 
person interested but in the absence of such ability a defendant 
cannot so qualify. 

The critical point of this decision, however, arose in connec- 
tion with the defence that the plaintiff had licensed another com- 
pany to use its trade name. The defendant pleaded that, following 
the principle of the well-known Bowden Wire case, such a license 
vitiated a trademark. But Thorson P. disposed of that contention 
on two grounds: first, that the Bowden Wire case was an author- 
ity so far as concerned trademark and that there was no com- 
parable case applicable to trade name; and secondly, that a tech- 
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nical defence of this type should not be allowed to be used as a 
means of continuing deception. Thorson P. held that, while the 
licensing of another to use a trade name is a course of conduct 
that is open to adverse comment, it should not be allowed to 
defeat the plaintiff’s claim against the defendant. The product 
sold in association with the name by the licensee was equal to 
that of the plaintiff’s and if the objection to the practice is that 
the public was deceived that was no reason why the defendant 
should be allowed to mislead the public by its use of the name. 

In support of his reasons Thorson P. cited the decision of 
the Privy Council in J. H. Coles Proprietary Ltd. v. Need, ((1933), 
50 R.P.C. 379.). In that case Lord Wright used the following 
words: ‘‘Furthermore even if contrary to their Lordships’ 
opinion, the appellant authorized, or was privy to, the practising 
of any deception on the public the appellant no longer authorized, 
but seeks to stop, that deception, and their Lordships do not see 
any reason why, even if the appellant ever did wrong, they should 
not be allowed to repent and obtain the prohibition of the court 
to stop any such deception, not only in his own interest but in 
that of the public.’’ Thorson P. adopted this principle in the 
Richfield case and rejected the defence based upon licensing. But 
it ought not to be overlooked that the words of Lord Wright were 
equally applicable to the facts in the Bowden Wire case, although 
there the plaintiff’s repentance did not enable it to obtain the 
prohibition of the court to stop the continued deception. 

Readers of The Trade-Mark Reporter will, of course, realize 
that section 49 of the Trade Marks Act now permits licensing of 
registered trademarks by way of permitted use. While section 50 
of the Act also provides a cure for past licensing in certain 
specified cases, it is not all-embracive. No provisions are made 
as to the future of licensing of unregistered trademarks or of 
trade names and the decision of Thorson P. in the Richfield case 
is therefore of critical importance as pointing a finger toward the 
possible future attitude of the courts toward what has been in the 
past regarded as a course of action destructive of trademark 
rights. It may-possibly be that the views of Thorson P. are in 
harmony with a more indulgent attitude toward the strict and 
technical rules of the past and toward an amelioration of the harsh 
results that followed upon what might be termed ‘‘trafficking’’ in 


trademarks. 





Vol. 45 T. M. R. RECENT CANADIAN DECISIONS 885 


Two decisions have been handed down during the last year in- 
volving matters of practice in trademark actions in the Exchequer 
Court. In Nesbitt’s Orange of Canada Ltd. v. H. F. Tennant Lim- 
ited ((1954), 14 Fox Pat. C. 113, 20 C.P.R. 73) an application was 
made for further particulars of allegations contained in the state- 
ment of claim in an action for trademark infringement and passing 
off. It was held by Fournier J. that the plaintiff must give particu- 
lars to the best of its information and belief as to some of the places, 
times and persons to whom the defendant was alleged to have 
wrongfully sold and passed off its goods as those of the plaintiff. 
Particulars were, however, refused relating to (1) features beyond 
those described in the statement of claim constituting the dis- 
tinguishing guise of the plaintiff; (2) a further description of the 
plaintiff’s bottle; (3) the extensive use of the plaintiff’s bottle; 
and (4) whether the reading matter on the plaintiff’s bottle formed 
part of the distinguishing guise sued upon. 

In Eli Lilly & Co. (Canada) Ltd., v. Martineau, ((1954) Ex. 
C.R. 681, 14 Fox Pat. C. 148, 21 C.P.R. 36) it was held that the 
provisions of sections 53 and 54 of the Unfair Competition Act 
were inconsistent with the making of a general order for the filing 
of pleadings in an expungement action. It was pointed out that 
the essentially summary character of the proceedings must be 
maintained. This decision is, of course, mainly academic in view 
of the provisions of section 58 of the Trade Marks Act under 
which the court is given power to direct the introduction of oral 
evidence generally or in respect of one or more issues if the 
court so directs. 

Readers of the Trade Mark Reporter will be familiar with 
the fact that the Trade Marks Act has now been in force for a 
little over a year but that the time for curing any instances of 
past licensing as permitted by section 50 of the Act has now 
expired. So far, no cases have been decided under the terms of 
the new statute and such decisions are naturally anticipated with 
much interest Probably by the time the next article in this series 
of review of Canadian decisions appears, some jurisprudence will 
have been established indicating the manner in which the new 
statute will have been received by the courts. 





THE TRADE-MARK REPORTER Vol. 45 T. M. RB. 


TRADEMARK ASSIGNMENTS AND RESTRAINTS OF TRADE: 
THE MAOLA ICE CREAM CASE* 


By Thomas W. Steed, Jr.** and John V. Hunter, Iil*** 


I. Assignment of Trademarks 


The Maola Case 

The problems involved in determining the extent of assign- 
ability of trademarks led one observer to remark forty years ago 
that ‘‘in trade-mark matters the place where the most numerous 
and the most costly mistakes are most frequently made is in the 
matter of transfers.’’"* While much of the confusion and uncer- 
tainty in this segment of trademark law has been eliminated 
through the years by the gradual convergence of the legal and 
commercial concepts of trademark’ rights and functions, many 
questions are yet unsettled. No better evidence of this fact can 
be presented than the results of an assignment in the case of 
Maola Ice Cream Company of North Carolina v. Maola Milk 
and Ice Cream Company.® 


The factual situation in the Maola case is simple. The plaintiff, 
an ice cream manufacturer, sold and distributed his product under 
the trade-mark maoua from two plants in North Carolina—one in 
Washington and the other in New Bern. During the time that 
the two plants were operated by the plaintiff there was a well 
defined division of territory between them so that distribution and 
sales of ice cream from one plant would not overlap that of the 
other. In 1935 the New Bern plant was sold to the defendant and 
with it was assigned the right to use the trademark maoxa but 
only in the territory theretofore served by the New Bern plant. 
For a period of eighteen years the territorial division was observed 
by both parties except for rare encroachments at the border line. 
In March of 1953, however, the defendant purchased a dairy within 


* Reprinted by permission from the April 1955 issue of THE NorTH CAROLINA 
Law REvIEw. 

** Former Editor-in-Chief, THE NortH CAROLINA LAw REVIEW. 

*** Former Associate Editor, THz NortTH CaroLina Law ReEvIEw. 

1. Rogers, GoopwitL, TRADE-MARKS AND UNFAIR TRADING 108 (1914). 

2. As used hereafter in this paper the word “trademarks” shall include both 
technical trademarks and trade names. There appears to be no reason for drawing a 
a for the purposes of assignability. Cf., however, Note, 28 Cou. L. Rev. 353 

1928). 
3. 238 N. C. 317, 77 S. E. 2d 910, 44 TMR 180, (1953). 
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the plaintiff’s territory and began selling ice cream products under 
the trademark mMaoxa in competition with the plaintiff’s maoua 
products. 

The North Carolina Supreme Court sustained a demurrer ore 
tenus to the plaintiff’s complaint of unfair competition and vacated 
a restraining order granted by the trial judge. 


The court apparently did not question the validity of the 
trademark assignment, but it did decide that the restriction on 
the defendant’s use of the mark maoua was invalid and unenforce- 
able for three reasons: (1) the agreement was a limitation upon 
the rights of the defendant to do business anywhere in North 
Carolina within the meaning of G. S. § 75-4, which requires such 
agreements to be in writing and signed by the restricted party ;* 
(2) the agreement was a division of territory for the purpose of 
shutting off competition by preventing the defendant from engag- 
ing in the ice cream business under the trademark mMao.a outside 
of the restricted territory ;° (3) the agreement, even if not viewed 
as a division of territory, was a contract in partial restraint of 
trade greater in scope than was reasonable for the protection of 
the plaintiff.® 

The agreement between plaintiff and defendant split a trade- 
mark on a single line of products between two independent firms 
for continued use by each firm on these same products. By invali- 
dating the territorial restrictions the court allows the concurrent 
use of the identical trademark in the same market area. In fact 
the court declared by way of dictum that if there had been no 


4. N. C. Gen. Strat. §75-4 (1950): “No contract or agreement hereafter made 
limiting the rights of any person to do business anywhere in the State of North Caro- 
lina shall be enforceable unless such agreement is in writing duly signed by the party 
not to enter into such business within such territory. ...” The applicability of this 
statute to the facts in the Maola case may be seriously questioned. For all that appears 
the defendant is free to enter the ice cream business anywhere in North Carolina under 
any other trade-mark. 

5. The court relied on Culp v. Love, 127 N. C. 475, 37 S. E. 476 (1900); Shute v. 
Shute, 176 N. C. 462, 97 8S. E. 392 (1918); Hill v. Davenport, 195 N. C. 271, 141 8. E. 
752 (1928), all of which involve covenants not to compete made by vendors of businesses 
and good will. 

6. Included among the authorities cited for this holding are Comfort Spring Corp. 
v. Burroughs, 217 N. C. 658, 9 8S. E. 2d 473 (1940) ; Sonotone Corp. v. Baldwin, 227 N. C. 
387, 42 S. E. 2d 352 (1947); and Kadis v. Britt, 224 N. C. 154, 29 8. E. 2d 543 (1944), 
which are concerned with the validity of employer-employee contracts. 

The court mentions the fact that there is nothing in the pleadings in Maola to show 
that the plaintiff ever sold ice cream in all of eastern North Carolina, perhaps implying 
that if the plaintiff had served the entire territory the transferred mark might have been 
confinable within the area for which it was assigned. Possibly a future case will reveal 
that this makes a difference; it is difficult to see why it should. 





888 THE TRADE-MARK REPORTER Vol. 45 T. M. BR. 


provision in the contract regarding territory ‘‘it would seem that 
the defendant had a legal right to buy a dairy in Williamston and 
distribute and sell its products there under the trade-mark maoLa 
in rivalry with the plaintiff without being guilty of unfair com- 
petition.’ 


Assignability in General 

Fettered by the outworn notion that the sole function of a 
trademark is to indicate to the consuming public the origin and 
source of the goods to which it is attached* the courts have been 
slow in interpreting the law to conform with the functional devel- 
opment of the trademark in the business world. The traditional 
and orthodox rule is that trademarks cannot be transferred in 
gross; that they can only be transferred as incidental to a transfer 
of the business in which they are used.® If a certain trademark 
does in fact denote the origin or source of the goods the validity 
of the accepted rule cannot be doubted. To assign such a mark 
to another for use on goods emanating from a different source 
would obviously produce confusion and deception in the minds of 
the consumers.’® It is only by completely ignoring reality, how- 
ever, that anyone can insist that such is the sole purpose of a 
trademark in the modern economy. That there would be a clash 


7. Maola Ice Cream Co. v. Maola Milk ¢& Ice Cream Co., 238 N. C. 317, 321, 77 
S. E. 2d 910, 44 TMR 180, (1953). 

8. “The primary and proper function of a trade-mark is to identify the origin or 
ownership of the article to which it is affixed.” Hanover Star Milling Co. v. Metcalf, 240 
U. S. 403, 6 TMR 149, (1916); Columbia Mill Co. v. Alicorn, 150 U. 8S. 460 (1889) ; 
MacMahan Pharmacal Co. v. Denver Chemical Mfg. Co., 113 Fed. 468 (8th Cir. 1901); 3 
CALLMANN, UNFAIR COMPETITION AND TRADE-MARKS, 278 n. 12 (2d. ed. 1950); 1 Nims, 
UNFAIR COMPETITION AND TRADE-MARKS 86 n. 19 (4th ed. 1947). 

9. “A trade-mark cannot be assigned, or its use licensed, except as incidental 
to a transfer of the business or property in connection with which it is used. An assign- 
ment or license without such a transfer is totally inconsistent with the theory upon which 
the value of a trade-mark depends and its appropriation by an individual is permitted. 
The essential value of a trade-mark is that it identifies to the trade the merchandise 
upon which it appears as of a certain origin, or as the property of a certain person... 
Disassociated from merchandise to which it properly appertains, it lacks the essential 
characteristics which alone give it value, and becomes a false and deceptive designation. 
It is not by itself such property as may be transferred.” MacMahan Pharmacal Co. v. 
Denver Chemical Mfg. Co., 113 Fed. 468, 474 (8th Cir. 1901). See also Crossman Vv. 
Griggs, 186 Mass. 275, 71 N. E. 560 (1904); Falk v. American West Indies Trading 
Co., 180 N. Y. 445, 73 N. E. 239 (1905); and cases cited in 2 CALLMANN, op. cit. supra 
note 8, at 1277 n. 6; 1 Nims, op. cit. supra note 8 at 87 n. 19. 

10. See for example: Pepper v. Labrat, 8 Fed. 29 (C. C. D. Ky. 1881); Prince’s 
Metallic Paint Co. v. Prince Mfg. Co., 57 Fed. 938 (3d Cir. 1893); Societe Vinicole de 
Champagne v. Mumm Champagne & Importation Co., 13 F. Supp. 575, 26 TMR 371, 
(8. D. N. Y. 1935); A. I. M. Percolating Corp. v. Ferodine Chemical Corp., 139 Va. 
366, 124 S. E, 442 (1924). 
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between the business man’s conception of his trademark rights 
and the law’s narrow conception of the same right was inevitable.” 


Those advocating an overhaul of the rules governing the 
transfer of trademarks have urged that a trademark could be a 
symbol of many factors combining to produce a state of mind in 
the public which causes them to buy certain goods, or from certain 
places or persons.”* This state of mind is the concept conveyed by 
the term ‘‘good will.’"** The factors which might engender good 
will are innumerable. In short, everything that increases the favor 
of a business with the public contributes to its good will. While 
origin or source of a particular product might well be the factor 
which creates the good will symbolized by its trade-mark there 
are many more instances where that factor is not significant. In 
fact it is probably more accurate to say that, owing to the ramifi- 
cations of modern trade and the distribution of goods through 
jobbers, retailers and other middlemen, rarely does the consumer 
even know the origin of trademarked goods." 


Why then, asked many writers, should the courts insist on 
adhering to such a narrow conception of the purpose of a trade- 


mark in testing the validity of transfers? If the consuming public 
is not even aware of the manufacturing or commercial origin of 
goods would any confusion or deception be created if the goods 
were made by someone else or at some other place as long as 
whatever factors the trade-mark did symbolize to the public re- 
mained the same? In other words, a trademark could function as 
a guaranty to the consumer of the make and quality of the article 


11. Isaacs, Traffic in Trade Symbols, 44 Harv. L. Rev. 1210 (1931). 

12. Ibid.; Lane, The Transfer of Trade-marks and Trade Names, 6 ILu. L. Rev. 46 
(1911); Grismore, The Assignment of Trade-marks and Trade Names, 30 Micu. L. Rev. 
489 (1932). 

13. The classic definition of good will is that of Judge Story: “The goodwill may 
properly enough be described to be the advantage or benefit, which is acquired by an 
establishment beyond the mere value of the capital stock, funds or property employed 
therein, in consequence of the general public patronage and encouragement which it 
receives from constant or habitual customers on account of its local position or com- 
mon celebrity or reputation for skill or affluence or punctuality or from other accidental 
circumstances or necessities or even from ancient partialities or prejudices.” Srory, 
PARTNERSHIP § 99 (5th ed. 1859). See also Grismore, supra note 12, at 492; 1 Nims, 
op. cit. supra note 8, § 13. 

"14. Schechter, The Rational Basis of Trade-Mark Protection, 40 Harv. L. Rev. 
813, 814 (1927); RoGrers, GoopwILL, TRADE-MARKS AND UNFAIR TRADING 68 (1914). 
Walter Baker § Co., Ltd. v. Slack, 130 Fed. 514, 518 (7th Cir. 1904); “We may safely 
take it for granted that not one in a thousand knowing of or desiring to purchase BAKER’s 
COCOA or BAKER’S CHOCOLATE know of Walter Baker & Co., Limited.” 
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he is buying.** In determining the validity of a transfer, they 
argued, the first thing to determine is what is the function of the 
trademark in that particular case—what factors does it connote 
to the buying public? Then if the factors are contrary to this 
connotation after the transfer it is likely that the public will be 
deceived and the transfer should not be allowed; if the factors 
are the same there is no reason not to allow the transfer. The sole 
inquiry should be: Will the particular transfer cause the public 
to be deceived or confused ?** 

To what extent this demand for a more rational viewpoint 
regarding transfers influenced the decisions of the courts is diffi- 
cult to measure since they have continued to pay at least verbal 
obedience to the old rules.’’ The principle that a trademark is a 
symbol of good will has been accepted and the courts no longer 
require that the physical assets of a business be transferred along 
with a trademark in all cases. It is enough if the right to engage 
in the particular business in which the mark is used is conveyed, 
if some tangible indicia of the good will are transferred with it.” 
The net result would seem to be that actually the only limitation 


on the assignability of trademarks is the likelihood of deception 
despite what the courts say, since the requirement that good will 
which has been built around the mark must be transferred is only 
another way of saying that the significance of the mark in the 
mind of the customer must remain the same after the transfer.” 


Partial Transfers 

With this summary of the development of trade-mark transfer, 
it is necessary to revert to those cases which deal more specifically 
with partial transfers. Earlier interpretations of the law would 
not allow a transfer if the transferor continued to manufacture 


15. Isaacs, Traffic in Trade Symbols, 44 Harv. L. Rev. 1210, 1220 (1931) presents 
an extensive analysis of the guaranty function of a trade-mark. See also: 2 CALLMANN, 
op. cit. supra note 8, § 65.2; Schechter, supra note 14; Schechter, Fog and Fiction in 
Trade-Mark Protection, 36 Cou. L. Rev. 60 (1936). 

16. Of course, a transfer could be otherwise unlawful, i.e. a device to restrain 
trade. 

17. See Notes, 43 Harv. L. Rev. 636 (1930); 24 Va. L. Rev. 440 (1938). 

18. Andrew Jergens Co. v. Woodbury, 273 Fed. 952, 11 TMR 192 (D. C. D. Del. 
1921). cert. denied, 260 U. S. 728 (1922) (list of customers); McIlvaine v. City Nat’l 
Bank ¢ Trust Co., 314 Ill. 496, 42 N. E. 2d 93 (1942) (transfer of customer’s deposits) ; 
Dewees v. Schneider, 33 Pa. 401, 5 A. 2d 174, 27 TMR 754 (1939) (transfer of patent). 
See also 1 Nims, op. cit. supra note 8, § 17. 

19. See Grismore, The Assignment of Trade-Marks and Trade Names, 30 Micn. L. 
Rev. 489, 498 (1932) where this proposition is convincingly demonstrated by an analysis 
of cases. See also Note, 88 U. or Pa. L. Rev. 863 (1940). 
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articles identical with those on which the assigned mark was used, 
even if the transferor used a different mark. Thus in the case of 
Independent Baking Powder v. Boorman” a baking powder manu- 
facturer using five trademarks assigned one of them and continued 
to make and sell baking powder under the other marks. The court 
held the assignment to be ineffective: 
‘‘[NJeither the good will of a business, nor the business itself, 
can be thus split up. I am persuaded that the use of decimal 
fractions will not be adopted for the purpose of determining 
just how much or how little of the good will of a business, 
or of the business itself, must be transferred with a trade- 
mark, in order that its assignment should be valid. * * * [T]he 
assignor cannot, after the assignment, continue the same iden- 
tical business and at the same place as before, under un- 
assigned trade-marks, and at the same time authorize his 
assignee to conduct the same business elsewhere under an 
assigned trade-mark.’ 


The court in the Baking Powder case relied on the earlier 
decision in Eiseman v. Schiffer”? where the factual situation was 
similar except that the assignor had used only one trademark, 
and after assigning this together with the good will of the busi- 
ness, continued to manufacture the same product under a new 
trademark. The attempted assignment was void according to the 
court, since the special business in which the mark was used was 
not transferred but remained with the assignor. 

The development of the law in this particular situation is 
evidenced by Section 10 of the Lanham Act, which does not require 
that the good will of an entire business be assigned with a mark 
but permits the transfer of only so much of the good will as is 
connected with the use of the mark.** Likewise, several states 


20. 175 Fed. 448 (C. C. D. N. J. 1910). 

21. Id. at 453. 

22. 157 Fed. 473 (S. D. N. Y. 1907). This case involved Section 10 of the Trade- 
Mark Act of 1905 which provided: “Every registered trade-mark, and every mark for 
registration of which application has been made, together with the application for regis- 
tration of the same shall be assignable in connection with the goodwill of the business 
in which the mark is used.” The Hiseman case is also generally recognized as authority 
on the rule as to assignments under common law. 1 Nims, op. cit. supra note 8, at 
90 n. 13. 

23. 60 Srar. 427 (1946), 15 U. 8. C. $1051 (Supp. 1952): “It shall not be 
necessary to include the goodwill of the business connected with the use of and symbo- 
lized by any other mark used in the business or by the name or style under which the 
business is conducted; Provided, That any assigned registration may be cancelled at any 
time if the registered mark is being used by, or with the permission of, the assignee 
so as to misrepresent the source of the goods or services in connection with which the 
mark is used.” For a general discussion of assignments under the 1946 act see Halliday, 
Assignments Under the Lanham Act, 38 TMR 970 (1948). 
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now have similar provisions on assignment in their trademark 
statutes.2** Such a provision necessarily implies that a trademark 
indicates more than the origin of goods. 

Thus the law will sanction at least one type of partial trans- 
fer; for example, Phillip Morris & Co. could assign its MARLBORO 
trade-mark, together with the part of its good will in the cigarette 
business symbolized by that mark, and continue to make and sell 
PHILLIP MORRIS cigarettes. 

Another type of partial transfer might occur where different 
goods of the same class are sold under one trademark and the 
right to use the mark on particular goods within that class is 
assigned to another. Such transfers seem to have met the ap- 
proval of the courts.* The most notable example involved the 
trademark pranc, which had become well known on school and 
art supplies. An assignment of that mark in connection with the 
sale of parts of the business involving certain school supplies was 
sustained even though the assignor retained the use of Prana on 
many other closely related goods.** Reconciling the results in this 
type of transfer with the notion that a trademark functions only 
as an indication of source is impossible; it is only by accepting 
the guaranty function of a trademark that the decision is 
intelligible.” 


23a. Several states have trademark statutes whose assignment provisions are iden- 
tical with or similar to a good part of Sec. 10 of the Lanham Act: Ark. Star. § 70-531 
(Supp. 1953); Cat. Civ. Cope § 14273 (Deering 1951); Coto. Rev. Star. § 141-1-5 
(1953) ; Kan. Gen. Stat. § 81-116 (Supp. 1953); La. Rev. Stat. § 51-217 (1954); Mp. 
ANN. Cope GEN. Laws art. 41, § 87F (Supp. 1954); Miss. Cop— ANN. § 4227—06 
(Supp. 1952); N. H. Rev. Laws ec. 207-A, § 6 (1949); N. Y. Gen. Bus. Law § 365; Pa. 
Srar. ANN. tit 73, § 18 (1951); S. C. Srar. art Large No. 722, Sec. 6 (1952); Tenn. 
Cope ANN, § 6765.2 (Supp. 1952). Other state statutes providing, in more or less detail, 
for assignment are: Conn. Gen Star. § 6790 (1949); Inp. Ann. Star. § 66-110 (Burns 
1951); Iowa Copgz ANN. § 548.5 (1950); Ky. Rev. Star. § 365.120 (1953); Mz. Rev. 
Star. c. 168, § 8 (1944); Mass. Ann. Laws ec. 110, § 8 (1954); MicH. Stat. ANN. 
§ 18.636 (1937); Mont. Rev. Copges ANN. § 85-202 (1947); Nev. Rev. Srar. § 87-102 
(1943); N. J. Star. ANN. 56: 3-4 (1940); R. I. Gen Laws ec. 394, § 7 (1938); Uran 
Cope ANN. § 70-1-6 (1953). 

24. American Crayon Co. v. Prang Co., 38 F. 2d 448 (3d Cir. 1930); Shephard v. 
Shephard, 145 Neb. 12, 15 N. W. 2d 195 (1944); Jergens Co. v. Woodbury, Inc., 197 
N. Y. 66, 90 N. E. 344 (1909). 

25. American Crayon Co. v. Prang Co., 38 F. 2d 448 (3d Cir. 1930); Note, 24 
Inu, L. Rev. 591 (1930). 

26. See, however, Schechter, The Rational Basis of Trade-mark Protection, 40 
Harv. L. Rev. 813, 816 (1927): “Discarding then the idea that a trade-mark or trade 
name informs the consymer as to the actual source or origin of goods, what does it indi- 
cate and with what result? It indicates, not that the article in question comes from a 
definite or particular source, the characteristics of which or the personalities connected 
with which are specifically known to the consumer but merely that the goods in con- 
nection with which it is used emanate from the same—possibly anonymous—source or 
have reached the consumer through the same channels as certain other goods that have 
already given the consumer satisfaction and that bore the same trade-mark.” See also 
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A quite similar case was Chester H. Roth, Inc. v. Esquire 
Inc.?* The plaintiff, a hosiery manufacturer, used the trademark 
ESQUIRE On its socks; the defendant publishing house used the same 
mark on its magazine. Both marks were registered. The Court 
of Appeals for the Sixth Circuit held valid a contract between the 
two binding them, among other things, not to infringe upon one 
another’s business by use of the mark, and to pool their efforts in 
its defense against third-party usurpers. 

The next logical step leads directly to the problem in the 
Maola case, i.e., whether a trademark used on one product can be 
split by assignment between two independent owners to be used 
by each on the same type goods. Two very important distinctions 
which must be recognized are emphasized by the italicized words: 

First, it is quite possible that two persons might independ- 
ently adopt the same mark upon goods of the same class in 
separate and remote market areas.” In such a case concurrent 
use of the same mark would be perfectly valid. It is obvious, how- 
ever, that this situation is different from one where the concurrent 
use is created by a partial transfer of a trademark by the person 
who originally acquired it. 

Second, the right to use a trademark may be granted to 
another by some form of controlled license. The licensor-owner 
grants to the licensee permission to use the trademark for a spe- 
cific purpose and the right to the mark remains in the licensor.* 
An excellent example of this type of trademark transfer is demon- 
strated by the Coca-Cola cases* where the licensor is the manu- 
facturer of the basic syrup which is furnished to the licensee- 


1 Nis, op. cit. supra note 8, at 94, who has this to say about the Prang situation: “The 
plight of the unfortunate consumer who is deceived as a result of such split-ups of 
business concerns apparently was ignored by all hands, the courts included.” 

26a. 186 F. 2d 11 (6th Cir. 1951). 


27. The two landmark cases: United Drug Co. v. Rectanus Co., 248 U. 8S. 90, 9 
TMR 1 (1918) and Hanover Star Milling Co. v. Metcalf, 240 U. 8. 403, 6 TMR 149 
(1916). Concurrent registration of trade-marks in situations where two persons have 
adopted the same mark is provided for by §2(d) of the Lanham Act if “confusion or 
mistake or deceit of purchasers is not likely to result.” See generally Halliday, Concur- 
rent Registrations Under the New Trade-mark Law, 37 TMR 243 (1947). 


28. Extensive discussions of controlled licensing at common law and under the 
“related company” provisions of the Lanham Act may be found in Taggart, Trade- 
marks and Related Companies: A New Concept in Statutory Trade-mark Law, 14 Law 
& ConTeMP. Pros. 234 (1949) and Schniderman, Trade-mark Licensing—A Saga of 
Fantasy and Fact, 14 Law & Contemp. Pros, 248 (1949). 


29. Coca-Cola Co. v. Bennett, 238 Fed. 513, 7 TMR 159 (8th Cir. 1916); The 


Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 Fed. 796, 11 TMR 134 (D. Del. 1920); 
Coca-Cola v. J. G. Butler § Sons, 229 Fed. 224, 6 TMR 206 (E. D. Ark. 1916). 
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bottling companies to be combined with carbonated water and sold 
as a finished drink. Although the bottlers use the trademark 
coca-coLa the quality of the product is under complete control of 
the licensor, since it manufactures the chief ingredient and ex- 
ercises rigid supervision over the bottling process. On the other 
hand, in the normal assignment the assignee receives full rights 
to the mark and there is no element of control between assignor 
and assignee. 

Partial assignments covering the business in an entire country 
have been sanctioned by the courts. Thus in A. Bourgois and Co. 
v. Katzel*® a French concern doing business in that country and 
in the United States was held to have effectively transferred its 
trade-mark rights in this country by a sale of its United States 
business and good will. The assignee, however, continued to pur- 
chase the goods on which he affixed the mark from the French 
concern. It is apparent that under any view of the function of a 
trademark there would be no reason not to uphold this assign- 
ment; the assignee was in effect no more than a selling agent 
for the assignor’s goods.** 

Therefore, it would appear that the territorial transfer of a 
trademark for use in the entire United States will be upheld if it 
meets the normal requirements of transfers—if the use of the mark 
by the transferee does not result in confusion or deception of the 
consumers. In fact, so far as the consumers in this country are 
concerned the situation is little different from an assignment of 
all rights in a trade-mark. Although the foreign transferor will 
continue to use the mark in other countries, there is very little 
likelihood that there will be any confusion between the goods of 
the two independent users of the mark since the market areas are 
remote and separate. 

More serious consideration must be given to partial transfers 
limited to particular states or districts within the United States, 


30. 260 U. S. 689 (1933). A similar case is Hunyadi Janos Corp. v. Stoeger, 5 
F, 2d 506, 15 TMR 511 (S. D. N. Y. 1925). 

31. This selling agent feature was not present, however, in Mulhens g¢ Kropp v. 
Ferd Muethens, 43 F. 2d 937, 21 TMR 423 (2d Cir. 1930), which also involved a country- 
wide transfer of a trade-mark. A German manufacturer had developed a cologne by 
a secret formula which along with other related products had become well known through- 
out the world under the trade-mark “4711.” The purchaser of the business, good will 
and trademarks for the United States was not allowed to use the mark on cologne 
since he had not acquired the secret recipe, but he did become entitled to exclusive use 
of the mark in this country on those items on which the mark did not denote manufac- 
ture by the formula. 
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and, especially, to those limited to particular territories within 
one state. Unfortunately there appears to be a dearth of decisions 
which have dealt with this problem.** A Missouri court in 1882 
indicated that such transfers would be invalid and in fraud of 
the public.** Dictum in a Utah decision“ to the opposite effect is 
very questionable since the court in support of its statement relied 
on a ‘‘controlled license’’ case.*° 

Other cases have closely approached the question but have 
produced no clear-cut decision on the problem of assignments.** 
Only Griggs, Cooper & Co. v. Erie Preserving Co." deserves ex- 
tended consideration. The plaintiff had started using the trade- 
mark HOME-BRAND on his canned fruit and jellies but discovered 
that another concern had previously adopted the same mark on 
the same type merchandise. The prior acquirer then assigned to 
the plaintiff the right to use the name HomE-BRAND. The assign- 
ment further provided that neither party was to imitate in design 
or color the label of the other. The court upheld the transfer, 
stating that ‘‘the assignor parted with the exclusive ownership 
and good will in its arbitrarily selected trademark HOME-BRAND 
within the territory specified in the assignment, merely reserving 


to itself . . . certain permissive rights to its personal use.’’* 
Although not mentioned in the opinion, apparently the court felt 
that the difference in labels would eliminate the possibility of 
confusion, which fact would distinguish the Maola situation where 
the labels were practically identical. The result, however, is that 
two competing companies had the right to use HoME-BRAND on the 
same products in the same area. 


The Legal Effect of the Maola Case 
By no means have all the possible sources of authority been 
exhausted, but perhaps it is now possible to reach some conclusion 


32. It is probable that many such territorial transfers have occurred and are up- 
held by gentlemen’s agreements that do not rely on the law. See Isaacs, Traffic in Trade 
Symbols, 44 Harv. L. Rev. 1210 (1931). 

33. Snodgrass v. Welle, 11 Mo. App. 590 (1882). The decision of this case was 
not reported but the memorandum reads: “Territorial rights in a trade-mark cannot 
be sold to different persons so as to enable each to make and sell their goods as those 
made by the original owner of the mark in fraud of the public.” 

34. Holley Milling Co. v. Salt Lake § Jordan Mili g Elevator Co., 58 Utah 149, 
197 Pac. 731, 11 TMR 225 (1921). 

35. The court cited The Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 Fed. 796, 
11 TMR 134 (D. Del. 1920). See note 29 supra. 

36. See for example Peterson v. Johnson Nut Co., 204 Minn. 300, 283 N. W. 561 
(1938); A. B. C. Stores v. Rickey, 280 8S. W. 177 (Tex. App. 1920). 

37. 131 Fed. 359 (C. C. W. D. N. Y. 1904). 

. 38. Id. at 362, See the comments on this case in 3 CALLMANN, op. cit. supra note 
, at 1284, 
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regarding the Maola dilemma. For all that appears the trademark 
MaoLa functions as a guarantee to the consumers of the quality 
of the ice cream products which it identifies. It would seem, there- 
fore, if the ice cream of both plaintiff and defendant was of the 
same quality, that there would be no reason why each owner 
should not be able to use the mark in its territory. There is no 
evidence, however, that the defendant made its product according 
to the same standards or formulae as the plaintiff, or that the 
defendant’s ice cream was of equal quality with that of the plain- 
tiff. Had the plaintiff when it assigned the mark stipulated that 
the defendant might use it only on products made by a certain 
formula or meeting a certain standard perhaps concurrent use of 
the same mark in the two territories might not be against public 
policy. But even so, difficult questions arise if there is no relation 
or element of control between the two users. Who would make 
certain that the defendant did not alter his product? Suppose the 
plaintiff materially altered the formula by which he manufactured 
his own product? The irresistible conclusion is that such a terri- 
torial assignment as occurred in the Maola case should be held 
invalid because of its confusing and deceptive possibilities to the 
public. A ‘‘controlled license’’ agreement would not only have 
protected the value of the trade-mark to the plaintiff but the 
interests of the public as well. 

The court’s dictum that if no territorial restrictions had been 
included in the assignment the two parties could have used the 
mark in the same market area is even more unsound if the above 
conclusions are valid. Unless the products of the two companies 
were identical in every respect confusion and deception of the 
public would be inevitable. 

From the foregoing, it appears that there is not very much 
support for the view of the court that the transfer of the trademark 
in the circumstances of the Maola case is valid. And, moreover, 
the possibility that by the transfer the plaintiff may have aban- 
doned his rights to the mark should not have been overlooked. 


39. An attempt to transfer a trademark dissociated from the good will usually 
destroys the rights in it for it is presumed to have been abandoned. This would seem 
to be applicable, however, only in those cases where the transferor after the ineffective 
transfer ceases to use the mark himself; in a partial transfer the transferor intends to 
continue his own use of the mark. For a general discussion see 1 Nims, op. cit. supra 
note 8, §408; 2 CALLMANN, op. cit. supra note 8, §78.3 (a); Note, Trade Mark Protec- 
tion Following “Ineffective” Assignment, 88 U. or Pa. L. Rev. 863 (1940). 





Vol. 45 T. M. R. TRADEMARK ASSIGNMENTS 


II. The Problem of Restraint of Trade 


Maola’s Treatment of the Problem 

Assuming that a trademark can be ‘‘split’’ territorially or 
otherwise, a further intriguing and as yet unsettled issue raised 
by the Maola case“ is the question of whether the resulting sym- 
bolic schizophrenia may constitute or contribute to an unlawful re- 
straint of trade. The court thought that there was such a restraint 
in Maola. In reaching that conclusion, it relied upon Shute v. 
Shute,’ a case that held unenforceable a covenant by the vendee 
of a cotton gin not to engage in ginning and certain related busi- 
nesses north of a certain line in a North Carolina County. But 
Shute is almost entirely unrelated to Maola, for the vendee in 
the latter case was always perfectly free to sell ice cream anywhere 
he pleased under any other trademark except maoxa. It is difficult 
to understand in what manner competition would be diminished 
by having Mao.a ice cream marketed in eastern North Carolina by 
two companies in different areas, rather than by one company 
supplying both areas. 


The trade restraint aspect of the case raises a number of 


questions. Would the agreement not to sell outside the territory 
previously supplied by the transferred plant have been enforce- 
able had the transferor been doing business everywhere else in 
eastern North Carolina from the plant he retained? In the future, 
will the transferor’s successors be able to sell with impunity under 
the mark mao.a in territory heretofore served by the transferred 
plant? 


Whatever the answers to these questions, the most perplexing 
part of the decision is the court’s assumption that competition will 
be stimulated by a result that allows offering to the same public 
two entirely distinct MaoLa ice creams. Competition is dependent, 
to a large extent, upon the ability of the public to distinguish the 
products of different manufacturers ;** the Maola decision, there- 


40. 238 N. C. 317, 77 S. E. 2d 910 (1953). 

41. 176 N. C. 462, 97 8. E. 392 (1918). 

42. 4 Toulmin, ANTI-TRUST Laws OF THE UNITED States §27.1 (1950); Baker, 
The Monopoly Concept of Trade-Marks and Trade-Names and “Free-Ride” Theory of 
Unfair Competition, 17 Gro. WasH. L. Rev. 112 (1948); Pattishall, Trade-Marks and 
the Monopoly Phobia, 50 Micn. L. Rev. 967, 42 TMR 588 (1952); Taggart, Trade- 
Marks: Monopoly or Competition? 43 Micu. L. Rev. 659 (1945). 
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fore, is likely to give far more impetus to confusion than to com- 
petition. The rule therein enunciated—that a mark cannot be 
confined with the territory to which it has been assigned—will 
doubtless discourage any future territorial assignment in North 
Carolina. 

Maola seems to be unique, among common-law decisions, in 
imparting the stigma of trade restraint to a mere partial or ter- 
ritorial assignment. As we noted earlier, there are cases upholding 
various sorts of partial and territorial assignment without even 
mentioning trade restraint. At any rate, North Carolina seems 
to be the only jurisdiction where territorial assignment and nothing 
more, amounts to restraint of trade. 


The Federal Cases 

Once we pass from the realm of state court decisions involv- 
ing assignment and the use of marks in restraint of trade, the 
issues became more complex. It is probably not rash to predict 
that an appreciable amount of future litigation will see partial and 
territorial assignment of trademarks and, indeed, the use of trade- 
marks in general examined in the penetrating light of federal 
antitrust law. Such an expectation seems reasonable in view of 
(1) expanding international trade, increasing the problem of con- 
current use of marks, (2) the ever greater significance given to 
marks by modern advertising, and (3) the growing tendency to 
fix resale prices.** Two significant federal cases have recently 
touched on assignment and related problems, and, while neither 
is concerned with trade-marks alone, each constitutes an im- 
portant milepost in trademark law. 

In Timken Roller Bearing Company v. United States** Amer- 
ican Timken was adjudged guilty under Section 1 of the Sherman 
Act* for restraining, by agreement with its associates British 
and French Timken, international trade in tapered roller bear- 
ings. While it is impossible to say with any precision who owned 


43. Stedman, Patent and Trade-Mark Relief in Antitrust Judgments, 10 Fen. B. J. 
260 (1949). . 
44. 341 U. 8. 593 (1951). 


45. “Every contract, combination in the form of trust or otherwise, or conspiracy, 
in restraint of trade or commerce among the several States, or with foreign nations, is 
declared to be illegal... .” 26 Srat. 209 (1890), as amended 50 Srar. 693 (1937), 15 
U. 8. C. $1 (1952). 
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the mark tTrmKEN when the restrictive agreements went into effect, 
the net result of various assignments was the three-fold division 
of the mark for use in three sharply defined areas of the world. 
This arrangement, reinforced by agreements not to compete, had 
effectively eliminated competition among the three companies. 
American Timken defended the suit on the ground that the re- 
straints involved were reasonable and ancillary to the trade-mark 
contracts. This contention the majority of the Supreme Court of 
the United States rejected in summary fashion. ‘‘Nor can the 
restraints of trade,’’ wrote Justice Black, ‘‘be justified as reason- 
able steps taken to implement a valid trade-mark licensing sys- 
tem....’™* The case is rather novel in holding that the Sherman 
Act requires competition among affiliates,*’ but a fortiori it re- 
quires it among non-affiliates and it may, of course, in the future 
be applied where non-affiliates have split a mark to restrain trade. 
The greatest impact of the case may in the long run be on domestic 
commerce, since well recognized principles of international law 
place certain limits upon the capacity of the courts of the United 
States to deal effectively with restraints of trade that reach be- 
yond the nation’s borders.** In any event, statistics set forth in 
the trial court’s Timken opinion show the potency of territorial 
manipulation of trade-marks as a device to minimize competition.” 

The other case, United States v. General Electric Co.,® in- 
volved the licensing of a trademark—in this instance the famous 
MAZDA used on incandescent lamps—by General Electric to West- 
inghouse. The government’s contention was that this arrangement, 
by flooding the market with mazpa lamps produced by both of 
the nation’s largest electric companies, was designed to induce 
in the public mind the impression that only mazpa was the 
‘‘standard’’ incandescent lamp; it was further contended that 
this arrangement had been so successful that mazpa had become 


46. 341 U. 8. 593, 598 (1951). 

47. See Note, The Sherman Act and Multi-Cerporate Single-Traders: Competi- 
tion Among Affliates?, 100 U. or Pa. L. Rev. 1006 (1952). 

48. This topic is well covered by Haight, International Law and Eztraterritorial 
Application of the Antitrust Laws, 63 Yate L. J. 639 (1954); and Whitney, Sources 
of Conflict Between International Law and the Antitrust Laws, 63 Yate L. J. 655 
(1954). In Steele v. Bulova Watch Co., 344 U. 8S. 280, 48 TMR 57 (1952), however, the 
Supreme Court of the United States projected this country’s judicial power into Mexico 
to enjoin infringement there by an American citizen of a mark owned by the Bulova Co. 

49. United States v. Timken Roller Bearing Co., 83 F. Supp. 284, 288-289, 39 
TMR 431 (N. D. Ohio 1949). 

50. 82 F. Supp. 753 (D. N. J. 1949). 
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a generic term for such lamps, so that it no longer deserved pro- 
tection as a trademark. This latter argument the court rejected, 
but it did find the defendants guilty, because of their joint exploita- 
tion of the trademark, of violating Sections 1 and 2 of the Sher- 
man Act." To assess the role played by trademarks in the 
violation, it is not necessary to look beyond the final judgment in 
the case, which placed extremely severe restrictions upon General 
Electric’s use of its trademark. mazpa was restricted to use in 
connection with not more than one per cent of yearly sales.” 


General Electric and Timken are only portions of a rather 
extensive literature. Both illustrate the effective restraint of 
trade obtainable by the imaginative use of trademark assignment 
or licensing. Timken is an example of the ‘‘double’’ guarantee of 
restraint effectuated where both territory and trademarks are 
divided: in addition to the often unenforceable agreement not to 
compete, the parties to such an arrangement can utilize the subtler 
sanction of injunction against infringement of the trademark, 
whenever one yields to the temptation to sell in territory allotted 
to another. But it is hardly likely that these and similar prac- 
tices will escape the full impact of the federal antitrust laws, 


51. 26 Strat. 209 (1890), as amended 50 Start. 693 (1937), 15 U. 8S. C. §§1, 2 
(1952). Section 1 is set forth in note 45, supra. Section 2 reads: “Every person who 
shall monopolize, or attempt to monopolize, or combine or conspire with any other per- 
son or persons, to monoplize any part of the trade or commerce among the several 
States, or with foreign nations, shall be deemed guilty of a misdemeanor... .” 

52. “Section VI. Competitive Bidding and Trademarks: 

B. General Electric is enjoined and restrained from making any use of the United 
States trademark MAZDA in connection with more than 1% of its sales of lamps in any 
calendar year. 

C. General Electric is enjoined and restrained for a period of three years from the 
date of the Judgment from: 

(1) Directly or indirectly authorizing any other person in the United States to 

use in any manner, in connection with lamps not manufactured by or for General 

Electric, any United States trade-mark owned or controlled and used by General 

Electric in the United States in connection with lamps, except with respect to lamps 

sold by such person to General Electric. 

(2) Using, in any manner, in connection with lamps manufactured by or for Gen- 

eral Electric and sold in the United States, any United States trade-mark known 

by it to be owned or controlled and used by any person in connection with lamps 
manufactured by or for such other person and sold in the United States, except 
where such sale is made by General Electric to such trademark owner.” 


1308} Judgment, United States v. General Electric Co., 115 F. Supp. 835, 858 (D. N. J. 
953). . 

53. See, for example, Hearings Before a Subcommittee of the Committee on 
Patents, United States Senate, 78th Cong., 2d Sess., on H. R. 82, Nov. 15 and 16, 1944, 
pp. 58-71, Report of the Department of Justice. Other examples are noted in Diggins, 
Trade-Marks and Restraint of Trade, 32 Gro. L. J. 113 (1944). 

54. See Stedman, Elimination of Trade Barriers Based Upon Trade-Marks, 10 
Fep. B. J. 162 (1949). 
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for as Judge Freed, who wrote the trial court opinion in the 
Timken case, has noted: ‘‘If a trademark may be the legal basis 
for allocating world markets, fixing of prices, restricting competi- 
tion, the unfailing device has been found to destroy every vestige 
of inhibition set up by the Sherman Act.’’* 


The Lanham Act 

Violation of federal antitrust law by the use of a mark may 
have certain special consequences to the owner where the mark 
is registered under the Lanham Act of 1946.°° ‘‘Whatever exten- 
sion of trade mark rights is encompassed in the Lanham Trade- 
Mark Act, ... its enactment did not open the door to employ a 
trade mark as an instrument to undermine the antitrust laws. 
This is borne out with transparent clarity by its legislative his- 
tory.’”*’ These words, having been spoken by a federal judge, 
may be taken at face value. Yet it is impossible at the present 
time to be very specific about this facet of the Lanham Act with- 
out indulging in speculation. The section involved is 33 (b) (7): 


‘Tf the right to use the registered mark has become incontest- 
able under section 15 hereof, the certificate shall be conclusive 
evidence of the registrant’s exclusive right to use the regis- 
tered mark in commerce or in connection with the goods or 
services specified in the certificate subject to any conditions 
or limitations stated therein except when one of the following 
defenses or defects is established: 


(7) That the mark has been or is being used to violate 
the antitrust laws of the United States.’’* 


Well-known authorities in the field of trade regulation are 
unable to agree upon the meaning of these words.” Do they relate 
simply to losing incontestability, or also to the ultimate disposition 
of litigation—which would mean that an infringer could set up a 


55. United States v. Timken Roller Bearing Co., 83 F. Supp. 284, 316, 39 TMR 
431 (N. D. Ohio 1949). 

56. 60 Star, 427 (1946), 15 U. 8. C. §$1051-1127 (1952). 

57. Freed, District Judge, in United States v. Timken Roller Bearing Co., 83 F. 
Supp. 284, 315 n. 2, 39 TMR 431 (1949). 

58. 60 Strat. 427 (1946), 15 U. 8S. C. §1115 (1952). In the Code, “section 1065 
of this title” is substituted for “section 15 hereof.” 

59. Handler, Trade-Marks and Anti-Trust Laws, 38 T. M. Rep. 387 (1948) thinks 
these words relate to the ultimate disposition of litigation; 4 TouLMin, ANTI-TrustT 
LAWS OF THE UNITED STATES §27.33 (1950), agrees with Handler. 4 CaLuMann, Law 
or UNFAIR COMPETITION AND TRADE-MARKS $97.3 (c) (4) (2d ed. 1950), seems uncertain. 
But in volume 1, §15.5, Callmann states flatly that Section 33 (b) (7) of the Lanham 
Act applies to trade-marks the “unclean hands” theory of the patent cases, making 
violation of the antitrust laws by a registrant a complete defense in an action for 
infringement. 
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complete defense by proving that the registered owner’s use of the 
mark was in violation of the antitrust laws? Congressman Lanham, 
the author of the Act, and the managers on the part of the House 
of Representatives, who sponsored it, were of the opinion that the 
sole consequence of 33 (b) (7) to a trade-restraining registrant 
was to ‘‘dilute the weight the court is to give to his certificate of 
registration as evidence of ownership and the right to use the 
mark.’’*’ A federal case dealing with the problem seems to contain 
only dictum on this point, and is probably not an authoritative 
interpretation of the Act.” 


It would appear that the correct interpretation of this section 
of the Lanham Act is that ascribed to it by Congressman Lanham 
who said in substance that a registrant using a mark to violate the 
antitrust laws loses the incontestability the Act ordinarily gives 
him after five years’ use of the registered mark, and is also 
deprived of the benefit of ‘‘the corollary thereto that the certifi- 
cate of registration is conclusive evidence of ownership and the 
right to exclusive use of the mark.’’ The certificate of registra- 
tion then becomes only prima facie evidence of the registrant’s 
right to exclusive use of the mark. Whether a court might, never- 
theless, completely deny relief against infringement by applying 
in its decision a principle analogous to the ‘‘ unclean hands’’ maxim 


60. Lanham, 92 Cong. Rec. 7524 (1946). The statement of the managers on the 
part of the House is particularly illuminating: “This amendment provides that the use 
of a registered mark in violation of the antitrust laws shall constitute a defense to a 
suit by the registrant. The House recedes with an amendment substituting the words 
‘to violate’ for the words ‘in violation of.’ This amendment provides an additional de- 
fense to the conclusive evidence rule of the certificate of registration of a mark which 
has become incontestable under section 15. It does not and is not intended to enlarge, 
restrict, amend or modify the substantive law of trade-marks either as set out in other 
sections of this Act or as heretofore applied by the Courts. The amendment does not 
and is not intended to affect the validity of a mark nor affect the right of the registrant 
to continue use or enforce his rights in the mark. If it is established that a registrant 
has used or is using his registered mark, which has become incontestable, as the legal, 
causal and efficient instrumentality to violate the antitrust laws of the United States, 
such registrant is denied the benefit of the rule that the certificate of registration is 
conclusive evidence of his exclusive right to use the mark. Under such circumstances, the 
certificate is only prima facie evidence of his exclusive right to use and he must be pre- 
pared to carry the additional burden of proof as though his mark had not become 
incontestable.” 92 Cong. Rec. 7523 (1946). 

61. Forstmann Woolen Co. v. Murray Sices Corp. 10 F. R. D. 367 40 TMR 830 
(S. D. N. Y. 1950). 

62. Lanham, in 92 Cone. Rec. 7524 (1946). An amendment has been proposed 
which would write this interpretation into the Act: Sen. 2540, 83d Cong., 1st Sess. 
(1953) introduced by Senator Wiley, July 31, 1953. This is a revision of Sen. 1957, 
82d Cong., 2d Session (1952), also sponsored by Senator Wiley, but on which no 
hearings were held. 
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of equity, as happened in Morton Salt Co. v. G. 8S. Suppiger Co.,” 
is a separate problem which we shall consider later. 

Section 33 (b) (7) poses still another complex problem of 
interpretation: what sort of conduct must be indulged in with a 
mark before a court will say that it has been used or is being 
used ‘‘to violate the antitrust laws of the United States’’? 
Probably, the mark itself must have been an active, causative 
instrumentality in violating those laws; the naked fact that a 
violator of the laws also happened to use trade-marks on his 
products will in all likelihood not strip those marks of the benefits 
accorded them by the Lanham Act. This was the interpretation 
advanced by the managers on the part of the House of Repre- 
sentatives before the Act was passed—in fact, the bill was amended 
by substituting the words ‘‘to violate’’ for ‘‘in violation of.’’* 
Still, 33 (b) (7) is not a paragon of statutory clarity on this 
particular point, and the recommendation has been made that 
Subsection 7 be amended so as to read ‘‘that the mark is being 
used as an instrument to violate the antitrust laws of the United 
States.’’* 

Even with the section as it stands, the courts should be able 
to apply tort law principles of causation and limit its application 
to cases where a trade-mark is used as a ‘‘legal, causal and efficient 
instrumentality’’® in the violation of the antitrust laws. Professor 
Milton Handler, after speculating on the use of 33 (b) (7) in in- 
fringement suits, is not disturbed at its potentialities: 

‘‘Unscrupulous defendants will doubtless try to drag 
red herrings across the trail, but if the courts apply the sec- 
tion as written and as intended to be administered to the 
limited case where the mark itself is a vehicle of antitrust 
violation, short shrift will be made of most bogus violations.’’*’ 


This prophecy should put most trademark owners at ease, but 
it should be remembered that, even under this view of the law, ter- 
ritorial assignments in restraint of trade are almost always likely 
to involve such an active illegal use of marks as to bring home to 
their owners the full impact of the antitrust clause of the Lanham 
Act. 


’ 63. 314 U. S. 488 (1942). 
64. 92 Cone. Rec. 7523 (1946). 
65. Carter, Defects in the 1946 Trade-Mark Act, 39 T. M. Rep. 110 (1949). 
66. Expression used by the managers on the part of the House. 92 Cong. Rec. 
7523 (1946). 
67. Handler, Trade-Marks and Anti-Trust Laws, 38 T. M. Rep. 387, 396 (1948). 
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If a mark, through territorial assignment or otherwise, has 
been used to violate the antitrust laws, will that fact permanently 
deprive it of all protection at the hands of the courts? Unless 
the violation is going on at the time when an infringement suit is 
brought to protect the mark, or has been terminated under cir- 
cumstances suspicious enough to make a court sense false repent- 
ence for the sole purpose of bringing a guileless mark to trial, the 
court will probably not apply 33 (b) (7) at the defendant’s 
request. Such has been the rule where the defense of misrepre- 
sentation by the plaintiff has been interposed ;° the same philos- 
ophy governs in the fields of patent’ and copyright law.” Even 
under the Lanham Act, then, it is unlikely that infringement suits 
will become proceedings wherein the court is cast in the awe- 
inspiring role of ‘‘an avenger of wrongs committed at large by 
those who resort to it for relief.’’” 

“‘Clean Hands’’ 

Completely aside from the Lanham Act, territorial assignment 
in restraint of trade may have other important effects on the 
ability of the parties to the assignment to protect the mark against 


infringers. Shortly after the enactment of the Sherman Act, 
infringers began to interpose the defense that the mark they were 
accused of usurping was being used to violate that Act. At first 
they did so to no avail, since federal courts proved unwilling 
to try such a collateral issue in the course of an infringement 
suit.”* But a recent United States Supreme Court case, Morton 


68. 4 CALLMANN, Law oF UNFAIR COMPETITION AND TRADE-MarKs §97.3 (c) 
(4) (2d ed. 1950). 

69. Diamond Crystal Salt Co. v. Worcester Salt Co., 221 Fed. 66, 5 TMR 215 (2d 
Cir. 1915); 4 CALLMANN, op. cit. supra note 68, $87.1 (b) (2); 2 Nims, Law or Un- 
FAIR COMPETITION AND TRADE-MARKS $393 (1947). 

70. Hartford-Empire Co. v. United States, 323 U. S. 386 (1945); Westinghouse 
Elec. Corp. v. Bulldog Elec. Products Co., 179 F. 24 139 (4th Cir. 1950). 

71. Alden-Rochelle, Inc. v. American Soc. of Composers, Authors and Publishers, 
80 F. Supp. 900, 38 TMR 901 (S. D. N. Y. 1948). 

72. Shauck, J., in Kinner v. Lake Shore g Michigan Southern Railway Co., 69 
Ohio St. 339, 69 N. E. 614 (1903). 

73. Searchlight Gas Co. v. Prest-O-Lite Co., 215 Fed. 692, 4 TMR 273 (7th Cir. 
1914). This was true whether the violation was unconnected with the trademark being 
litigated, O. ¢ W. Thum Co. v. Dickinson, 245 Fed. 609, 7 TMR 496 (6th Cir. 1917); 
Coca-Cola Co. v. Gay-Ola Co., 200 Fed. 720 (6th Cir. 1912); Coca-Cola Co. v. Deacon 
Brown Bottling Co., 200 Fed. 105, 3 TMR 33 (N. D. Ala. 1912); Weymann-Bruton Co. v. 
Old Indiana Snuff Mills, 197 Fed. 1015, 2 TMR 166 (S. D. N. Y. 1912); or rather inti- 
mately connected with it, R. J. Reynolds Tobacco Co. v. Allen Bros. Tobacco Co., 151 
Fed. 819 (2d Cir. 1907) ; Anheuser-Busch Inc. v. Cohen, 37 F. 24 393, 20 TMR 561 (D. 
Md. 1930); even so intimately connected that the infringement suit seemed to have 
been brought to protect the plaintiff’s monopolization of sales. Coca-Cola Co. v. Ben- 
nett, 225 Fed. 429, 5 TMR 486 (D. Kans. 1915), rev’d, Coca-Cola Co. v. Bennett, 238 
Fed. 513, 7 TMR 159 (8th Cir. 1916). Generally, federal courts operated under a 
similar philosophy in the related field of copyright law. Buck v. Newsreel, Inc., 25 F. 
Supp. 787 (D. Mass. 1938); Vitagraph, Inc. v. Grobaski, 46 F. 24 813 (W. D. Mich. 
1931) ; M. Witmark ¢ Sons v. Pastime Amusement Co., 298 Fed. 470 (E. D. 8. C. 1924). 
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Salt Co. v. G. S. Suppiger Co.™ denying relief against infringe- 
ment to a patentee who was using his patent to restrain trade in 
non-patented goods, may have sounded the death-knell of this 
particular line of federal trade-mark decisions. Whether the 
principles enunciated in Morton and the line of cases it inaugu- 
rated® will be applied to trademark litigation is one of the crucial 
enigmas of contemporary trademark law. Because injunction is 
the standard and most effective remedy in infringement cases, 
trademark owners who use their marks in restraint of trade are 
at the mercy of the ‘‘clean hands’’ maxim of equity. They might 
fare no better at law, since there is language in Morton which 
indicates that the Supreme Court would apply the same general 
principle in the traditionally amoral atmosphere of the law court.” 
Certain it is that the Court, by expanding the not-so-ancient™ 
maxim beyond its ordinary confines (cases where some wrong 
has occurred between plaintiff and defendant) to the comprehen- 
sion of the plaintiff’s wrong to the public at large, has cut away 
a substantial part of its previously enunciated doctrine that 
‘‘equity does not demand that its suitors shall have led blameless 
lives.’’”® 

Those familiar with the general complexity of federal anti- 
trust law may wonder what effect the injection of complicated 
antitrust issues would have in the course of a relatively simple 
action for trade-mark infringement. In the patent cases, deter- 
mination of the antitrust issue has, surprisingly enough, not been 
as difficult for court and counsel as might have been expected; in 
some instances the Supreme Court has not even reached a decision 


74. 314 U. S. 488 (1942). 

75. See Mercoid Corp. v. Mid-Continent Investment Co., 320 U. 8S. 661 (1944), 
denying infringement protection to patents being used in a cross-licensing system 
which restrained trade; Sola Electric Co. v. Jefferson Electric Co., 317 U. 8. 173 (1942), 
holding a licensee not estopped to challenge the validity of a patent being used by the 
patentee to fix resale prices; Edward Katzinger Co. v. Chicago Metallic Mfg. Co., 329 
U. S. 394 (1947), reaching the same result where the licensee had contracted not to 
challenge the patent; United States v. Paramount Pictures, 334 U. 8. 131 (1948), where 
the court held that the copyright privilege was subservient to the public policy ex- 
pressed in the antitrust laws. 

76. “It is a principle of general application that courts, and especially courts 
of equity, may appropriately withhold their aid where the plaintiff is using the right 
asserted contrary to the public interest.” Morton Salt Co. v. G. S. Suppiger Co., 314 
U. 8. 488, 492 (1942). 

77. “The clean hands maxim is exactly as old as the United States Constitution.” 
Cuaree, Some ProsleMs or Equiry, p. 5 (1950). 


78. Loughran v. Loughran, 292 U. 8. 216, 229 (1934). 
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as to whether the plaintiff violated a particular statute but has 
based its denial of relief on the ground that he has contravened 
the general public policy, favoring free competition, which the 
antitrust statutes symbolize.” Since the common law, even when 
not reinforced by statute, favors competition, it is conceivable 
that state courts may in the future reason along similar lines, if 
trade-mark splitting at the intrastate level proves to be the sub- 
ject of serious abuse. In federal courts, even where the specific 
violation of the Sherman Act is considered, issues ought not to be 
unreasonably complex, for the foreclosing of competitors from a 
substantial market is a per se violation of the Act,*° and will be 
present in most instances of restrictive use of trade-marks. 


But all this prognostication is based on the assumption that 
the new ‘‘clean hands’’ jurisprudence will in fact be extended to 
trade-mark cases. Is this a reasonable assumption? One can 
reason that if the patent privilege, sanctified by the Constitution,” 
has been of late abridged where restraints of trade were involved, 
the trademark cannot hope to escape rough treatment in similar 
circumstances. On the other hand, the patent cases may be only 
the judicial manner of saying ‘‘unto whomsoever much is given, 
of him shall much be required,’’ so that the trade-mark will con- 
tinue to enjoy a relatively cordial reception in infringement pro- 
ceedings. This much is certain: the trial of issues beyond those 
existing between the parties is dangerous practice in any suit, 
alien to our manner of legal thinking, and to be indulged with 
caution.*? A guilty defendant ought not to go from the court- 
room without being enjoined simply because he has been able 
to produce an unfavorable character sketch of the plaintiff. Yet, 
if trademark abuses become pronounced, those who own marks may 
find that the law has assumed the outlines prophetically drawn in 
a federal district court, in 1941: 

‘It is well established that the violation of the Sherman 


Act ... cannot be set up as a defense in a suit for infringe- 
ment of copyright, trade-mark, or otherwise collaterally in a 





79. Mercoid Corp. v. Mid-Continent Investment Co., 320 U. 8. 661 (1944); Morton 
Salt Co, v. G. 8. Suppiger Co., 314 U. 8. 488 (1942) 


80. International Salt Co. v. United States, 332 U. 8. 392 (1947); Fashion Origi- 
nator’s Guild of America v. Federal Trade Commission, 312 U. 8. 457 (1941). 


81. U.S. Constr. Art. I, §8. 
82. Chafee, in the first three chapters of Some ProsiemMs or Equity (1950), points 
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suit. * * * But, if the illegal combination is a part of the 
actual transaction about which the plaintiff seeks equitable 
relief, and to grant such relief would amount to invoking the 
aid of the court in furthering such illegal combination, then, 
under the doctrine of ‘unclean hands’ the plaintiff might be 
deprived of its right to equitable relief.’’* 


The Future 

All this seems a long way from the Maola case, which may 
appear entirely unrelated to international market-splitting, the 
Lanham Act, and the Sherman Act. The future will probably 
prove that the relation is indeed slight. The danger that marks 
on simple products will be split within a state to restrain trade 
is small, but the chances are that territorial assignment of marks 
used on items distributed nationally and internationally will give 
rise to still more litigation. The reports of federal courts’ deci- 
sions will be the source to watch for important developments in 
an issue that was first raised within their pages and probably 
was echoed only coincidentally and inadvertently in the Maola 
decision. 

To predict how federal law will develop is not easy. The use 
of trademarks to restrain trade is only in its infancy, and the 
attitude of the courts toward that use is in a formative stage. 
Trademarks may yet appear to be far more efficient mechanisms 
for restraining competition than the courts, heretofore preoccupied 
with their basic theory of marks as an identification of source and 
therefore the sine qua non of free competition, have thus far per- 
ceived. There are signs that this new perception may effect a 
radical evolution in a vital aspect of trademark law, signs which 
the attorney handling trademark work must interpret intelligently, 
lest he act at his clients’ peril. 


Conclusions 


If partial transfer of a trademark is permissible, as the 
North Carolina Supreme Court has assumed, then it should follow 
that the resulting division of territories should be upheld in order 
to prevent the public from being greeted with identical names and 
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out the threat to justice that often arises from a careless application of the “clean 
hands” maxim. 
83. Folmer Graflex Corp. v. Graphic Photo Service, 41 F. Supp. 319, 320 (1941). 
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trademarks in the same territory on the same product. There is 
little danger that this division will have adverse effects on free- 
dom of competition; it is not like a covenant not to compete be- 
cause here the parties can compete all they please so long as they 
use different marks. Indeed, the normal situation is that parties 
who really compete should and must use different names. 

The new Rules of Practice in Trademark Cases were published 
in 20 Federal Register 4797 (July 7, 1955) and are expected to be 
published in the Official Gazette within a week or ten days there- 
after. They will become effective on August 15, 1955. 

Rules 1.1 to 1.26 are applicable to trademark cases as well as 
to patent cases except for provisions specifically directed to pat- 
ents. As published in the Federal Register Rules 1.1 to 1.26 are 
not complete but indicate proposed amendments to the present 
rules. It is required that they appear in this manner in the Federal 
Register as well as the Official Gazette. In reprint form the com- 
plete text of new Rules 1.1 to 1.26 will be of the complete Official 
Gazette version. A reprint will be mailed to members of USTA on 
receipt from the Government Printing Office. Reprints are also 
available from the Patent Office at no charge. 
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PHILIPPINE ISLANDS 
SUPREME COURT DECISION 


A decision was handed down by the Supreme Court of the 
Republic of the Philippines on May 31, 1955 in a petition for 
review from the Court of Appeals in the case of: R. F. & J. 
Alexander & Co., Ltd., and Ker & Co., Ltd. v. Jose Ang, doing 
business as Hua Hing Trading and Sy Bok, doing business as 
China Rose. 

This decision which was made available to us by Louis L. 
Pettit, Chairman of the International Committee of U. S. T. A. 
is given in full below and should be of particular interest to our 
readers—p. 


BEencson, Jd.: 


We gave due course to this petition for review of the Court 
of Appeals’ decision, because we were favorably impressed by 


petitioner’s demonstration of alleged error in the three main prop- 
Ositions on which the said decision rested, to wit: 


‘‘a) that the test of unfair competition lies in the possi- 
bility of deception of the intelligent and not the ignorant 
buyer ; 

b) that an action for unfair competition should be 
directed against the manufacturer and not against the seller; 
and 

c) that there is no unfair competition when a product is 
sold under a registered trademark.’’ 


The record shows that in two separate complaints, filed in 
Negros Occidental, the plaintiffs sued defendants for selling sew- 
ing thread named AURORA, MAYFLOWER and aGaTonica with labels 
and in boxes, which in color, design and general aspect closely re- 
sembled those of the thread aLExanpER manufactured in Scotland 
by R. F. & J. Alexander Co. Ltd. and distributed in the Philippines 
by Ker & Co. Ltd. for the last 50 years. 


The defendants denying the similarity, and disclaiming any 
intention to deceive the public or defraud the plaintiffs, set up two 
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specific defenses: (1) they were sellers—not manufacturers; (2) 
the trade names aurora et al. had been duly registered. 


Both cases were tried jointly, and a partial stipulation of 
facts was made, from which the following are quoted: 


‘*5. Defendant Jose Ang is the owner of ‘‘Hua Hing 
Trading’’, a store located in the City of Bacolod, where he is 
engaged in the sale of general merchandise, and that he is not 
the sole distributor of the thread acatonica and MAYFLOWER 
manufactured by Chua Kang and Agatonica Ballon, but is 
simply a wholesaler and retailer thereof. 


6. Defendant Sy Bok is at present the principal partner 
and Acting Manager of ‘‘China Rose’’, a store located in the 
City of Bacolod, where he is engaged in the sale of general 
merchandise, and that he is not the sole distributor of the 
thread AURORA, MAYFLOWER, and aGATonica, manufactured by 
Chua Kang, Agatonica Ballon, and Que Sit Siong, but is 
simply a wholesaler and retailer thereof. 


7. The trade-mark aLEXxANDER, used in the label on top of 
the box, Exhibit ‘‘A’’ was registered with the Bureau of Com- 
merce on May 15, 1934, under No. 11728; that pursuant to 
Republic Act No. 166, the said trade-mark was registered with 
the Patent Office on July 2, 1949, under No. 1371-S; that the 
trade-mark ALEXANDER’S GLASGOw, used on the center ball ticket, 
Exhibit ‘‘B’’, pasted at one end of the box on top of each ball 
of thread was also registered with the Bureau of Commerce 
at the latest on August 10, 1937; that likewise pursuant to Re- 
public Act No. 166, the said trade-mark was registered with 
the Patent Office on July 2, 1949, under No. 1375-S; 


8. The said thread, which is approximately 75 yards long 
for No. 80 and is wound up into a ball, is packed in blue card- 
board boxes, Exhibit ‘‘D’’ at the rate of 40 balls of thread 
each box; that as an identifying device, there is inserted on 
top of each ball of thread the center ball ticket, Exhibit ‘‘B’’, 
on which is printed, in black types on a red-colored back- 
ground among other things, the trade-mark aLEXANDER’s GLAS- 
cow; that at one end of the box a similar center ball ticket 
is pasted; that on top of the lid of the box, Exhibit ‘‘D’’, is 
the label on White background with the decorative border and 
the description of the contents and the trade-mark aLExaNDER 
in red color; 


9. The thread aurora, MAYFLOWER, and aGaTonica (Ex- 
hibits ‘‘E’’, ‘*F’’ and ‘‘G’’), which are approximately 60 yards 
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long for No. 80 and are wound up into balls, are packed in 
cardboard boxes lined with blue paper of a lighter shade at the 
rate of 40 balls of thread a box; that the said boxes are 
slightly smaller than plaintiff’s box; that each ball of thread 
has a center ball ticket inserted at the top; that the center ball 
ticket is inserted at the top; that the center ball ticket is 
printed in black on a red-colored background, with the names 
AURORA, MAYFLOWER, and AGATONICa, respectively, printed in 


black.’’ 


Additional documentary and testimonial evidence was pre- 
sented. The trial court dismissed the complaints. The dismissal 
was affirmed by the Court of Appeals, upon the strength of the 
three legal propositions stated at the beginning hereof. 


Petitioners assert in their printed brief that the Court of 
Appeals erred in holding that the deception or possibility of de- 
ception of intelligent buyers is the test of unfair competition. 


Section 29 of Republic Act No. 166 makes guilty of unfair com- 
petition—among others—‘‘any person, who in selling his goods 
shall give them the general appearance of goods of another manu- 
facturer or dealer, either as to the goods themselves or in the 
wrapping of the packages in which they are contained, or the de- 
vices or words thereon, or in any other feature of their appearance, 
which would be likely to influence purchasers to believe that the 
goods offered are those of a manufacturer or dealer other than 
the actual manufacturer or dealer, or who otherwise clothes the 
goods with such appearance as shall deceive the public and defraud 
another of his legitimate trade’’. 


This is substantially the same definition obtaining here, by 
statute and judicial construction, since 1903 when Act No. 666 
was approved’. 


By ‘‘purchasers’’ and ‘‘public’’ likely to be deceived by the 
appearance of the goods, the statute means the ‘‘ordinary pur- 
chasers’’*. And although this Court apparently shifted its posi- 
tion a bit in Dy Buncio v. Tan Tiao Bok 42 Phil. 190 by refer- 
ring to simulations likely to mislead ‘‘the ordinary intelligent 
buyer’’, it returned to the generally accepted doctrine in LE. Spinner 

Finlay Fleming § Co. v. Ong Tan Chuan 26 Phil. 579. 


1. 
2. U.S. v. Manuel 7 Phil, 221; Alhambra Cigar v. Compania General de Tabacos 
25 Phil. 62; Rueda Hermanos v. Feliz Paglinawan 33 Phil. 196. 
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&é Co. v. Neuss Hesslein 54 Phil. 224 where it spoke of ‘‘the casual 
purchasers’’ ‘‘who knows the goods only by name’’. 


It stands to reason that when the law speaks of ‘‘ purchasers’”’ 
it generally refers to ordinary or average purchasers. 


‘** * * in cases of unfair competition, while the requisite 


degree of resemblance or similarity between the names, brands, 
or other indicia is not capable of exact definition, it may be 
stated generally that the similarity must be such, but need 
only be such, as is likely to mislead purchasers of ordinary 
caution and prudence, or in other words, the ordinary buyer, 
into the belief that the goods or wares are those, or that the 
name or business is that, of another producer or tradesman. 
It is not necessary in either case that the resemblance be suffi- 
cient to deceive experts, dealers, or other persons specially 
familiar with the trademark or goods involved. Nor is it 
material that a critical inspection and comparison would dis- 
close differences, or that persons seeing the trademarks or 
articles side by side would not be deceived.’’ (52 American 
Jurisprudence pp. 600-601, citing many cases.) 


We have before us, and compared, the labels and containers 


of ALEXANDER on the one hand, with the labels and containers of 
AURORA, AGATONICA and MAYFLOWER on the other. We are all agreed 
that except for the names, the defendants’ labels and boxes have 
the general appearance of plaintiffs’ and are likely to induce 
ordinary purchasers to buy them as ALEXANDER. 


The size and color of the wrappers and labels are practically 
the same. The color, the type and the size of the names aurora, 
AGATONICA and MAYFLOWER are exactly the same as ALEXANDER. They 
(aurora ete.) are printed exactly in the same position, between the 
same words, above and below ALEXANDER namely ‘‘ Hilo para coser’”’, 
‘*Marca’”’ and ‘‘La Mejor Calidad’’. And these descriptive words 
are printed in the same color, type and size as those in ALEXANDER. 
The inclosing decorative designs produce the same impression. 
The boxes contain the same number of white thread balls (40) ; 
each ball being topped with a round red ticket with black letter- 
ings same size and arrangement. 


So that one who has used aLexanperR and noted the label, upon 
seeing AGATONICA in a store is apt to mistake the latter for the 
former; and when he is informed that the price is P1.35—his 
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previous purchase of ALEXANDER was at P1.95—he will surely buy 
aGATONIcA believing he got the same goods at lower price. The 
plaintiffs would thereby be deprived of a portion of their legiti- 
mate trade; and through deception devices, because such buyer gets 
only 60 yards per ball, where aLExaNpER contained 75 yards. 


Bearing this result in mind, one refuses to believe that there 
was no purpose of deceiving the buying public. Unfair competition 
there was obviously. 


It is immaterial that the words aurora, AGATONICA and 
MAYFLOWER are different from aLeExanpvER. The features and their 
appearance are so similar as to cause that confusion which the 
rules of unfair competition seek to avoid. And unfair competition 
is not confined to the adoption of the same or similar names. 


The use of a trade mark, printed in the same color and in 
form and general appearance so resembling plaintiff’s mark as to 
deceive purchasers of the goods, should be enjoined as unfair 
competition. (La Yebana Co. v. Chua Soco & Co. 14 Phil. 534.) 
It is not necessary that the same words were used. (Sapolin Co. 
v. Balmaceda 67 Phil. 705.) 


In Brook Bros. v. Freelich 8 Phil. 580, this Court found unfair 
competition in the labelling and selling of cotton thread. Fac- 
similes of the competing labels are therein reproduced. By com- 
parison, petitioner’s case here is very much better.* 


But, the respondents contend, the action should be against 
the manufacturer, and not against them, because they merely sell 
different brands of thread, including the plaintiffs’. There is no 
merit to the contention, because section 29 hereinabove partly 
quoted makes liable for the imitation of goods not only the manu- 
facturer but also the vendor. It reads in part, 


‘‘Any person, who in selling his goods shall give them 
the general appearance of goods of another manufacturer or 
dealer, * * * or any subsequent vendor of such goods or any 
agent of any vendor engaged in selling such goods with a like 
purpose.” 


The third defense is that the objected labels have been regis- 
tered as trade-marks. We have held in several decisions that 


3. For purposes of record the Clerk is instructed to attach to the rollo photostatic 
copies of Exhibits A & C. 
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one may be declared unfair competition even if his competing 
trade-mark is registered.* The registration might in some way 
minimize damages against the seller as showing good faith prima 
facie. But surely it does not preclude unfair competitive actions. 


Wherefore, reversing the appealed decision, we declare that 
defendants’ goods competed unfairly with plaintiffs’. The former 
are hereby enjoined from hereafter selling said goods. They shall 
also pay the costs in all instances. So ordered. 


(Sgd.) Crsar Bencson 


We Concur: 
(Sgd.) GurLermMo Paso 
(Sgd.) Marcer1rano R. Montemayor 
(Sgd.) Arex Reyes 
(Sgd.) Frum Bautista ANGELO 
(Sgd.) Lazzso Lasrapor 
(Sgd.) Roserto Concepcion 
(Sgd.) Jose B. L. Reyss 


Mr. Justice Padilla took no part. 


4. Parke Davies ¢ Co. v. Kin Foo 60 Phil. 928; Ed. A. Keller & Co. v. Kinkwa 
Mereyasu Co., 57 Phil. 262; Yebana Company v. Chua Seco & Co. 14 Phil. 534. 
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NOTES FROM THE PATENT OFFICE 


New Trademark Rules Go Into Effect 
By Katharine |. Hancock* 


The comprehensive revision of Rules of Practice in Trade- 
mark Cases, which was proposed in the fall of 1954,’ has now cul- 
minated in a new set of Rules, rewritten throughout its entire 
length. 

The New Rules Take Effect August 15, 1955 

The Rules appeared in the Federal Register of July 7, 1955, 
and in 106 USPQ, No. 2, Part II, July 11, 1955; also on July 26, 
1955, in the Official Gazette of the Patent Office. The Patent Office 
contemplates issuing a new rule book, but that is being held in 
abeyance pending possible amendments to the Trademark Act in 
the present session of Congress. After August 1, complete texts of 
the Rules, overprinted from the Official Gazette with a number of 
insertions, will be available without charge upon request made to 
the Patent Office. 


The new Rules should be studied carefully. Some of the pro- 


visions are mandatory. Others, while merely permissive, may be 
found to be beneficial. 


Most of the Rules have been adopted in the form in which they 
were proposed. However, there are a few differences resulting 
from discussions subsequent to publication of the proposals. Sig- 
nificant changes which have not been previously discussed in these 
Notes are pointed out below. 


New Numbering System 

The Trademark Rules have become Part 2 of Title 37 of the 
Code of Federal Regulations. Trademark Rules were formerly 
Part 100. 

The number of individual Trademark Rules have been altered 
throughout the Rules. This is partly due to the fact that former 
Rules pertaining to general information, fees, and records and 
publications of the Patent Office, have been eliminated. In their 
place, Patent Rules 1 through 26 have been incorporated by refer- 


* Trademark Examiner, U. S. Patent Office; Member District of Columbia Bar 
1. See Patent Office Note, 44 TMR 1144, October 1954. 
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ence in the Trademark Rules, having been suitably amended to 
refer also to trademarks. The only matter in these categories 
which is set out specifically in the new Trademark Rules, is the 
fee schedule for special trademark matter. All will, however, be 
completely set forth in the Official Gazette overprints. 

The sequence of subject matter in the new Trademark Rules 
has been altered only in minor respects. 


Applications to Which New Rules Apply 


The new Rules will apply to all applications pending on Au- 
gust 15, 1955, in which further ex parte proceedings are necessary. 

An exception to this is Rule 2.142, governing ex parte appeals 
from final refusals of the examiner. The new Rule will not apply 
to final refusals made before August 15, 1955, and appeals from 
such final refusals will be governed by the prior rules. 


Time for Ex Parte Appeal 


Attention is particularly called to the fact that the time for 
appeal from a final refusal of the examiner made after August 15, 
1955, is staty days. (Rule 2.142.) 


Drawing 


The provisions relating to the drawing are, in many respects, 
completely new, and are very important. They were developed 
after publication of the proposed rule revision, and were not in- 
cluded in the proposed changes. 

Bristol board is no longer required for trademark drawings. 
Any pure white durable paper, the surface of which is calendered 
and smooth, may be used. A good grade of bond paper is suitable. 

A pen drawing is no longer required if the application is for 
the registration only of a word, letter or numeral, or combination 
thereof, which is not depicted in any special form in which rights 
to the form are claimed. In such cases, the drawing may simply 
be the mark typed in capital letters on paper of the character 
described. (Rule 2.51.) 

If it is desired to show any special characteristics (such as 
designs, style of lettering, color), a formal drawing is necessary. 
(Rule 2.52.) Pen or other process which will give the drawing 
acceptable reproduction characteristics may be used. Photolitho- 
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graphic reproduction, or printer’s proof copy, is acceptable.? For 
pen drawings, India ink alone is acceptable. 

No matter what method is selected for making the formal 
drawing, every line must be black; all lines must be clean, sharp 
and solid; no white pigment may be used to cover lines. 

The new Rule for trademark drawings calls for a Heading to 
be placed on the drawing. It is urged that this requirement be 
observed carefully, for its use will speed the clerical work of the 
Office. It is proposed to use photocopies of the drawings to form 
a combined Pending Marks Index (Rule 2.27) and Published Marks 
Index in the Trademark Search Room. If the requested informa- 
tion is placed on the drawings before the drawings are sent to the 
Office, it will no longer be necessary for the Office to have special 
cards prepared for these Indexes, nor will it be necessary for the 
Office itself to place the information on the drawings before making 
photocopies. 

The Heading should be typed, if possible; otherwise, printed 
clearly. The Heading should be placed across the top of the draw- 
ing, using the narrow side of the paper as the top, and starting at 
the upper left-hand side one inch down from the top and one inch 
in from the side. The Heading should not extend down more than 
one-quarter of the length of the sheet. If the list of goods is lengthy, 
only typical goods should be listed on the drawing. 

The paper used for all drawings must be 8 inches wide. The 
Rule allows the paper to be either 11 or 13 inches long, but it is 
suggested that the 13-inch length be used, since uniform length 
will facilitate the making and handling of photocopies for the 
Indexes. No margin lines are required, but a space of at least one 
inch must be left blank at each side, at the bottom, and between 
the mark and the Heading. 


The following is a typical illustration of the form of the draw- 
ing sheet: 


2. Attention is directed to the fact that this refers to drawings and not to 
specimens. 
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APPLICANT. 


ADDRESS 


FIRST UGC COMMERCE cece se 


GOODS OR 
SERVICES. 


(MARK) 


Who May Practice before the Patent Office in Trademark Cases 


A statement of the bar to which the attorney-at-law is ad- 
mitted is required by the new Rule, and attorneys-at-law should 
not specify the Patent Office registration number which represents 
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the right to practice in patent cases. Non-lawyers, however, must 
specify the Patent Office registration number. 

Recognition for non-lawyers is very limited, and is specifically 
spelled out. The Rule (2.12) also states that such recognition is 
not a sanction of performance of any acts regarded as the unau- 
thorized practice of law in the jurisdiction where performed. 


Classification 

The classification of goods and services under the Trademark 
Act has become Part 6 of Title 37 of the Code of Federal Regula- 
tions. 

The present schedule of classes for trademarks and service 
marks is unchanged. Certification marks, however, are no longer 
placed in these schedules, but are classified merely as Goods or 
as Services. 

Forms 

Illustrative forms for trademark cases are now Part 4 of 
the Code of Federal Regulations. 

The forms have been completely revised and are new in many 


respects. They are believed to be self-explanatory. 
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NOTES FROM OTHER NATIONS 
Edited by Marcel Deschamps 


Australia 
Rejected Applications 


The following applications were all rejected by the Deputy 
Registrar of Trade Marks for the reasons indicated: 


(1) Nu-mINTs, in respect of confectionery, was rejected on the 
ground that the proposed mark was a mere combination of 
the words ‘‘new’’ and ‘‘mints’’, misspelled, which directly 
describe the goods sought as being new, fresh, or original, 
mint-flavored confectionery. 
(2) caLMs, in respect of chemical substances prepared for 
use in medicine and pharmacy, was rejected on the grounds 
that 

(a) it too closely resembles the prior registered mark 

CALMENS covering similar goods; and that 

(b) caus directly describes the goods as being of a seda- 

tive character. 
The applicants offered to amend their specification to cover 
‘‘compound hyoscine tablet for use as a travel or motion sick- 
ness remedy for human use’’, but this was held to be unsatis- 
factory and it was held that caus directly describes the prop- 
erty of the goods as being that which calms the nerves and 
which prevents the taker being affected by sickness when trav- 
eling. It was stated that ‘‘the word caLms is a word which all 
traders should be able to use if they are desirous of drawing the 
attention of the purchasing public to the fact that the goods 
they sell will calm the nervous system of the taker and in 
consequence is a word which should not be expropriated to 
the use of one particular trader’’. 
(3) HEATAIRE, in respect of warming apparatus including space 
heaters, was rejected on the ground that the word is phone- 
tically equivalent to ‘‘heat air’’ and as applied to the goods 
specified directly describes them as apparatus for heating or 
warming the air. The Deputy Registrar pointed out that even 
though the words ‘‘heat’’ and ‘‘air’’ do not directly denote 
the goods covered by the specification, they directly indicate 
a desired attribute of the goods, i.e., their power to warm air. 
(4) BLUE, in respect of tooth paste, tooth powder and other 
preparations for the teeth, was rejected on the ground that the 
word indicates that the goods are blue in color and could not 
be adapted to distinguish the goods of the applicant from those 
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of any other trader who might wish to use the word ‘‘blue’’ to 
describe the color of his preparations for the teeth. 


All of the foregoing decisions appear in Volume 25 of the Official 
Journal of Patents, Trademarks & Designs, pages 997 to 1270. 


Bahrein 
New Trade Marks Act 

The Patents, Designs and Trade Marks Ordinance, 1955, came 
into force on July 1, 1955. This Act provides for the registration 
of trademarks in Bahrein for the first time. Applications generally 
should be pased upon corresponding British registrations. The 
Act provides for the Assignment of trademarks with or without 
good will and for the entry of Registered Users. 


Basutoland 
Bechuanaland and 
Swaziland 
Trademark Registered User Provisions 
Proclamations in each of the above territories have recently 
been issued which provide for the entry of Registered Users based 
upon corresponding entries in the Union of South Africa. The 
existing provisions for Registered User entries based upon corre- 
sponding entries in Great Britain remain unchanged. 
Furthermore, in Swaziland, another Proclamation : provides 
for Registered User entries independent of entries in either Great 
Britain or the Union. The same Swaziland Proclamation also 
provides for the assignment of trademarks apart from the good 
will. 


Egypt 
Trademark Licenses 

Although the Egyptian Trademark Law does not contain any 
provisions on licensing of trademarks, it is deemed that such 
licensing is lawful provided the goods made by the licensee are in 
accordance with the specifications, standards and instructions of 
the trademark proprietor. Recently, the Egyptian Registrar has 
called upon registered proprietors to submit copies of trademark 
licenses so that a note may be made on the Trademark Register 
of the grant of such licenses. Such a note is considered to be notice 
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to the public and also may enable the registered proprietor to rely 
upon use of the mark by the licensee in a defense against an attack 
on the registration on the ground of non-use. 


Greece 
New Trade Marks Act 

A new Law No. 3205/1955 went into effect on May 11, 1955. 
The new Act provides for trademark registration in Greece inde- 
pendently of the applicant’s registration in his country of origin. 
Registrations are for a term of ten years. The Act provides that 
Assignments of trademarks must include local good will and also 
provides for the recordal of licensees provided there is a close 
and substantial economic tie between the licensor and licensee. 


Italy 
International Convention 
Italy has declared her adherence to the London text of the 
International Convention as from July 15, 1955. 


Japan 
Proposed Trade Marks Act 

Information has reached the Association that the Trademark 
Committee, under the Chairmanship of former Commissioner 
K. Kubo in Japan, has just completed its first report on the revi- 
sion of the Trade Marks Act in Japan. This purports to replace 
the Law in several important respects and to bring it into con- 
formity with basic amendments in recent years in other countries. 
Of particular importance, the following should be mentioned: 

(a) Provision is to be made for obtaining registration by 

proof of distinctiveness when a mark is refused as not being 

‘especially distinctive’’ in the meaning of the Japanese Act. 

(b) A new classification will probably be adopted. 

(c) The question of non-user of a registered trademark and 

the expungement from the Register will be dealt with more 

effectively. 

(d) Assignment of trademarks may be made without the busi- 

ness. 

(e) Licensing of trademarks will be permitted under condi- 

tions especially controlled by the registered proprietor and 

subject to recordal of the license in the Patent Office. 
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(f) The term of registration will be reduced to a term of ten 
years from the present twenty years. 


(g) The protection of Service Marks will be included in the 
Law. 


Kenya 
Opposition Proceedings 


An application to register the word cocoxa in respect of ‘‘ toilet 
preparations including hair oil, hair and face creams, taleum and 
face powder’’ was opposed by The Coca-Cola Company who owns 
registrations for coca-coia in respect of ‘‘substances used as food 
or as ingredients in food’’ and in respect of ‘‘mineral and aerated 
waters, natural and artificial, including ginger beer’’. Evidence 
was submitted by the opponents that it is common in Africa for 
persons to call for the opponents’ goods as cocoLa or KOKOLA. 
No contradictory evidence was submitted by the applicants and 
the Registrar held that coca-cota and cocota were confusingly 
similar. 


The applicants relied strongly upon the difference between 
their toilet preparations and the opponents’ beverages and con- 
tended that there was no possibility of confusion or deception 
arising in the mind of the public. After reviewing several cases, 
the Registrar held: 


‘‘T am bound, I think, to conclude that there is some risk of 
deception, not, of course, in the goods themselves, but in the 
goods of the applicant company being thought to be those of 
the opponent company .. . I see in this application for regis- 
tration an attempt to ‘‘cash in’’ on the popularity in a common 
trade, of a previously registered and well-known mark par- 
ticularly as there has been no real attempt by the applicants 
to explain why such an odd mark should have been adopted for 
a hair oil’’. 


Mexico 
International Convention 


Mexico has adhered to the London text of the 'nternational 
Convention effective as from July 14, 1955. 
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Northern Rhodesia 
Trademark Registered User Provisions 


As a result of a decision of the High Court, it has now been 
clarified that registered proprietors of trademarks may now apply 


to the Registrar for the recordal of Registered Users of trademarks 
in the Territory. 





Vol. 45 T. M. R. A.1.P.P.I. 


A. 1. P. P. 1. 


The meeting of the Executive Committee of the A.I.P.P.I. 
was held at Sirmione, Italy, on May 30 to June 3, 1955. It was 
attended by ninety delegates, the largest number that has ever 
been present at an Executive Committee meeting. 


The American group was represented by its President, Bev- 
erly W. Pattishall, representing the current Chairman of the 
Association, Mr. Ingersoll of the Borg-Warner Corporation, and 
the members of the Executive Committee: Stephen P. Ladas, 
Albert Teare and Robert Waters. Also present was Arthur Smith 
of New York as Rapporteur for one of the sub-committees. 

A report of this meeting was prepared by Stephen P. Ladas 
and we are printing below a brief summary of the report and 
the resolutions adopted, especially with regard to trademarks. 


General 
The Secretary General reported that the total membership 
of the A. I. P. P. I. is now 1685, representing 17 national groups 
and 33 isolated members from 14 other States. 


A special Committee designated at Locarno in 1953 submitted 
certain suggestions for revision of the Rules of Congress and 
Executive Committee, and a decision was taken to review the 
entire Charter and Regulations with the view of adopting a num- 
ber of modifications. A new Commission was appointed for this 
purpose. This plan was particularly motivated by the American 
delegates’ insistence that the voting procedure at Congresses 
should be revised. 


The Director of the Berne Bureau informed the Executive 
Committee of the recommendations made by the small committee 
of experts with respect to the Agenda of the Diplomatic Conference 
of Revision at Lisbon. This committee which included Commis- 
sioner of Patents Watson and Mr. P. L. Federico met last April 
in Berne and will probably transmit the Agenda officially proposed 
by the Portuguese Government to the various member Govern- 
ments at the end of October 1955. 


1. Rearrangement of Text of Convention 
The Executive Committee was unanimous in recognizing the 
need for a remodeling, as far as its form is concerned, of the text 
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of the International Convention limiting this for the moment to 
the London text, and approves the principle of the Rearrangement 
proposed by the American group, and takes note of the change 
suggested by the French and the German Group. A Sub-Committee 
was appointed to prepare the definitive text of such Rearrange- 
ment, and will contact the International Chamber of Commerce 
in order to obtain its agreement on a common text to be submitted 
to the Director of the Berne Bureau by the end of October 1955. 
This group consists of Mr. Pointet, as Chairman, and Messrs. 
Ladas, Beau de Lomenie and Benkardt as members. 


2. Right of Use of Trademarks for Pharmaceutical Products 


The American Group did not submit a report on this subject, 
since it was added late to the agenda. It was occasioned by a 1954 
Law in Denmark on pharmaceutical products. As other similar 
laws, the Danish Law provides that pharmaceutical specialties 
can only be sold if entered in the Register for such specialties fol- 
lowing a license of the health authorities, which license also in- 
cludes the name under which such products may be sold. The law 
then limits to 20 years the term during which a pharmaceutical 
specialty may remain on the Register (subject to certain excep- 
tions). The name of such specialty may also have been registered 
as a trademark. The fact that the name is removed from the 
Register of pharmaceutical specialties at the end of 20 years does 
not cause the cancellation of its registration in the Trademark 
Register. But such name can no longer be used for the particular 
pharmaceutical product which it designated all these twenty years. 
The result is that the use of the mark and the good will attached 
thereto will disappear at the end of 20 years. 


Therefore, the following resolution was adopted. 


Article 7 of the Convention should be amended to read as 
follows: 


(1) ‘‘The nature of the product to which the trademark is to 
be applied can in no case form an obstacle to the regis- 
tration or the renewal of a mark. 


(2) ‘‘The use of a trademark which is not of such a nature 
as either to infringe rights of third parties or to deceive 
the public cannot be prohibited or restricted when the 
marketing of the goods to which it is applied is lawful.’’ 
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3. Service Marks 


The original proposition of the American Group met with the 
general approval of all national groups, and the following resolu- 
tion was adopted: 


All countries should provide for the protection of Service 
Marks. 

Article 1, paragraph 2 of the Convention should be amended 
by inserting after the word ‘‘trademarks’’ ‘‘including those 
designating goods and/or services.’’ 

The term ‘‘Service Mark’’ may comprise a mark used in the 
sale or advertising to identify the services of one person or 
to distinguish them from the services of other persons and 
includes without limitation marks, names, symbols, titles, slo- 
gans, characteristic designations, as used in commerce, and 
especially in radio, television or other advertising. 


4. Forfeiture of Registration of Trademarks for Non-User 


The American Group proposed an amendment to Article 
5(C)(1) of the Convention, so that the registration of a trademark 
in a country shall not be forfeited unless such non-user has con- 
tinued for five years and provided further the owner has no 
legitimate excuses for non-use. 


5. Suppression of False Indications of Origin or False Descriptions 


Another proposal of the American Group seeks to amend 
Article 10 of the Convention and bring it into conformity with the 
Lanham Act by: 

(a) abolishing the qualification of the present Article 10 of 
the Convention under which a false indication of origin 
is prohibited only when it is joined to a fictitious or fraudu- 
lent name; and 

(b) prohibiting not only false indications of origin but also 
false descriptions or statements. 


6. Definition of Trademark in the Convention 


Several groups in the past in connection with the revision of 
Article 6 suggested the advisability of inserting in the Convention 
a definition of Trademark. The American group might consider 
this suggestion. 
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Washington Congress. 


The date fixed for the Washington Congress is May 28, 1956 
which was generally satisfactory. At the end of the session the 
Executive Committee approved the Agenda, consisting of two 
groups of questions. Group A comprises the questions upon which 
a resolution was adopted for submission to the Congress. Group B 
comprises new items proposed to the Executive Committee by 
national groups and which it is now submitting to the national 
groups for their consideration and report. (Items 1-3 refer to 
group A, and 4-6 to group B.) 
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PATENT OFFICE 


Mr. E. L. Reynolds, Solicitor of the Patent Office has resigned 
to accept a position as Chief Technical Advisor for the United 
States Court of Customs and Patent Appeals, effective August 15, 
1955. He is succeeded by Clarence W. Moore, a native and resi- 
dent of Washington, D. C. 

Mr. Moore entered the Patent Office on August 1, 1924, and 
was assigned to Division 11. In July of 1928 he was transferred 
to the Interference Division where, in May of 1931, he was made 
an Assistant Chief. He was promoted to Law Examiner March 1, 
1941 and has served in that capacity since that time. His appoint- 
ment as Solicitor is effective August 15, 1955. 

Mr. Moore is a graduate of George Washington University 
and of its Law School. He is a member of the bar of the United 
States District Court for the District of Columbia, of the United 
States Court of Appeals for the District of Columbia Circuit, and 
of the United State Court of Customs and Patent Appeals, and as 
such has represented the Commissioner of Patents in patent and 
trademark cases. 


NON-PROPRIETARY NAMES FOR DRUGS MOVING 
IN INTERNATIONAL COMMERCE 


In the June issue of the Chronicle of The World Health 
Organization a complete listing was published of non-proprietary 
names for pharmaceutical preparations selected as recommended 
international non-proprietary names. (See also 45 TMR 522 and 
775). 


BUREAU OF CUSTOMS 


On July 16, 1955 a notice was carried in the Federal Register 
(20 Fed. Reg. 5099) with regard to proposed rule making by the 
Bureau of Customs. A proposed rule is included providing that 
the $25.00 fee submitted with an application for the recordation of 
a trademark, trade name or copyright will not be refunded if the 
application is denied. 
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BOOK NOTICE 


TRADEMARK ManaGeMENT; A Guide for Businessmen. New York, 
The United States Trademark Association, 1955. Pp. 130. $5.00. 


Everyone dealing with products that are manufactured, sold 
and distributed with a trademark or brand name will be interested 
in this book released recently by The United States Trademark 
Association. 

Written in simple, non-technical language, the book ‘‘Trade- 
mark Management—A Guide for Businessmen’’ for the first time 
sets forth the complex policies with respect to all phases of handling 
a company’s trademarks. The publication is the result of three 
years of research and compilation of facts by a special committee 
of the Association and reflects the policies of more than fifty per 
cent of the members of this group, which represents over two 
hundred of the largest companies in the country. 

Costly mistakes that led to the loss of many famous trade- 
marks can be avoided with correct mangement control. In the past 
such proper measures were complicated by lack of material and 
precedence on the subject and often took days and weeks of re- 
search without satisfactory results. ‘‘Trademark Management’”’ 
is an important step toward alerting trademark owners to the great 
value of their brand name and their proper handling. It includes 
the policies with respect to the following: (1) Choosing The Right 
Trademark, (2) Registration, (3) Proper Use of Trademarks, (4) 
Internal Administration of Trademarks, (5) Policing of Trade- 
marks, (6) Trade Names, (7) Foreign Problems. 

Mr. Sherwood E. Silliman, immediate past-President of 
U.S.T.A. states in the preface of the book: ‘‘This book was pre- 
pared because businessmen asked for it. So far as we know 
there is nothing like it. We have endeavored to make it an intro- 
duction to trademarks and a guide for their use. We have tried 
to keep it simple, readable and interesting. How well we have 
succeeded is for the reader to judge. 

‘‘This book is not a law book and not intended to take the 
place of your lawyer. To assist those executives who must deal 
with trademarks, The United States Trademark Association is 
happy to present what we trust you will find is a realistic approach 
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to a better understanding of one of the most valuable assets of 
business.’? 

The authors are well experienced in trademarks. Most of 
them are or have been staff counsel to large corporations and 
include: Edgar S. Bayol, Press Counsel of The Coca-Cola Com- 
pany; Marcel Deschamps of Langner, Parry, Card & Langner; 
John L. Esterhai, Assistant Counsel of Phileo Corporation; Nor- 
man St. Landau, Assistant General Counsel of Johnson & Johnson; 
Jack T. Redwine, Attorney of The Quaker Oats Company; W. G. 
Reynolds, Legal Counsel of the E. I. du Pont de Nemours & 
Company and Stewart W. Richards, of Beer, Richards, Lane, Haller 
& Buttenwieser. 
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LIST OF OTHER TRADEMARK ARTICLES AND LEGAL NOTES* 


ARTICLES 


Bergner, Arthur and Paul C. Szasz 

Erie Limited: The Confines of State Law in the Federal Courts. (Cornell Law 
Quarterly, v. 40, no. 3, Spring 1955, pp. 561-580). 
Derenberg, Walter J. 

The Influence of the French Code Civil on the Modern Law of Unfair Competi- 
tion. (American Journal of Comparative Law, v. 4, no. 1, pp. 1-34). 
Egypt. Trademark Law no. 57 of 1939 as amended by Law no. 143 of August 23, 
1949, together with Regulations to December 1, 1952. (Patent and Trade Mark 
Review, v. 53, May 1955, pp. 227-239; June, pp. 258-262). 
Henn, Harry G. 

“Magazine Rights’—A Division of Indivisible Copyright. (Cornell Law 
Quarterly, v. 40, no. 3, Spring 1955, pp. 411-474). 


Larson, Gustav E. 

Developing and Selling New Products. A Guidebook for Manufacturers. 2nd 
ed. Washington, Gov’t Printing Office, 1955. 
Pp. 105. Chapter 4 deals with trademarks. 
Netterville, Victor 8S. 

California Law of Unfair Competition: Unprivileged Imitation. (Southern 
California Law Review, v. 28, no. 3, April 1955, pp. 240-279). 


Siggers, Philip E. 

Korea’s Trade Mark Law. (Journal of the Patent Office Society, v. 37, no. 6, 
June 1955, pp. 439-443). 

Spoendlin, K. 

The Problem of the Service Mark. (Journal of the Patent Office Society, v. 37, 
no. 6, June 1955, pp. 415-425). 

World Trade Information Service. Part 2: Operations Report, no. 55-85: Patent 
and Trademark Regulations of the Dominican Republic. Washington, Dept. of Com- 
merce, 1955. Pp.3. 

LEGAL NoTEs 
Hartford Charga-Plate Associates, Inc. v. Youth Centre-Cinderella Stores, Inc. 

Unfair Competition—Appropriation of Credit System. (Rocky Mountain Law 
Review, v. 27, no. 3, April 1955, pp. 369-371). 

L’Aiglon Apparel, Inc. v. Lana Lobell, Inc. 

Unfair Competition—False Representation of Goods—Lanham Trade-Mark Act 
—Federal Jurisdiction. (Minnesota Law Review, v. 39, no. 5, April 1955, pp. 
602-606). 

Time, Inc. v. Life Television Corp. 
Trademarks and Unfair Competition—Confusion as to Source. (Minnesota Law 
Review, v. 39, no. 5, April 1955, pp. 598-602). 


a ee 
* Copies of these articles and legal notes are available in the Association’s library. 
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HELENE CURTIS INDUSTRIES, INC. v. HESS, doing business as 
HESS HAIR MILK LABORATORIES 


No. 2278—D.C., Minnesota—October 11, 1954 


TRADEMARK ACT OF 1946—REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 

Plaintiff seeks to register the mark MILKY for shampoo and is opposed by the 
owner of the mark HAIR MILK for a preparation used as a hair tonic and dandruff 
remover. The opposition was sustained by the Examiner of Interferences and the 
Examiner in Chief and the plaintiff filed its complaint under revised Section 4915. 
Both parties have used the marks involved continuously since 1940 without the 
evidence showing a single instance of confusion and since they differ in appearance, 
design and sound confusion or mistake by purchasers is deemed unlikely and the 
plaintiff should be permitted to register MILKY for shampoo. 


Action by Helene Curtis Industries, Inc., application Serial no. 538, 
249, filed October 18, 1947, v. Frank X. Hess, doing business as Hess Hair 
Milk Laboratories, under 15 U.S.C. 1071. Judgment for plaintiff. 

Case below reported at 42 TMR 780. 

Harold L. Rutchick, of St. Paul, Minnesota, and Maurice 8S. Cayne and 


Martin G. Reiffin, Chicago, Illinois, for plaintiff. 

Merchant & Merchant and Ralph F. Merchant, of Minneapolis, Minnesota, 
for defendant. 

NorpByE, Chief Judge. 


Finpines oF Fact 

1. Plaintiff, Helene Curtis Industries, Inc., is an Illinois corporation, 
having its factories and principal offices at Chicago, Illinois. 

2. Defendant, Frank X. Hess, is an individual doing business as Hess 
Hair Milk Laboratories at St. Paul, Minnesota. 

3. This is an action arising under Section 21 of the Trademark Act 
of 1946 (15 U.S.C. 1071) and Section 146 of the Patent Act of 1952 (35 
U.S.C. 146, formerly R.S. 4915) to authorize the Commissioner of Patents 
to register Plaintiff’s trademark mmxy for shampoo. 

4. On October 18, 1947, Plaintiff filed an application Serial No. 
538,249 in the United States Patent Office for registration under the Trade- 
mark Act of 1946, on the Principal Register, the trademark minKy for 
shampoo in Class 6 Chemicals, Medicines, and Pharmaceutical Prepara- 
tions, which application was duly published in the “Official Gazette” of 
November 15, 1949. 

' §. Defendant filed a Notice of Opposition to registration of said 
application, which Opposition bears No. 29,074. 


933 
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6. Defendant’s Notice of Opposition was sustained by both the Ex- 
aminer of Interferences and the Examiner-In-Chief, 94 USPQ 11, where- 
upon Plaintiff duly filed its Complaint instituting the present action. 

7. In said Opposition, Defendant relied upon its ownership of United 
States Registration No. 379,488 and Registration No. 508,929 for trade- 
marks consisting of the words Hamm MILK for a preparation for use as a 
hair tonic and dandruff remover. 

8. Defendant is the owner of said Registrations No. 379,488 and No. 
508,929 and the mark HAIR MILK, and has been continuously using said 
mark HAIR MILK on preparations for use as a hair tonic and dandruff re- 
mover since 1906. 

9. Plaintiff has, ever since 1940, continuously manufactured and sold 
shampoo bearing its trademark MILKY. 

10. The total amount of sales by Plaintiff of its Mm.ky shampoo from 
1940 to 1950 inclusive was $2,902,168.38, and during this period, Plaintiff 
spent, based upon a percentage ratio, $155,648.64 on advertising attributable 
to its MILKY trademark. 

11. Plaintiff has always been diligent in asserting its rights to its 
trademark MILKY and has in numerous instances notified infringers of 
Plaintiff’s rights therein. 

12. Plaintiff and Defendant have been using their respective trade- 
marks MILKY and HAIR MILK, extensively, continuously and concurrently 
since 1940. 

13. During the last fourteen years of concurrent use of their respective 
marks by Plaintiff and Defendant, not a single instance of confusion, 
mistake, or deception involving the marks MILKY and HAIR MILK has come to 
the attention of either party. 

14. Plaintiff is the sole and exclusive owner of the trademark MILKY, 
and the public has come to identify products marked with the trade mark 
MILKY as originating with Plaintiff; and Plaintiff’s trademark mixy has 
become distinctive of Plaintiff’s shampoo in commerce. 

15. The respective trademarks of the parties are easy to pronounce, 
easy to spell, and easy to remember, and are clearly distinguishable one 
from the other. 

16. Plaintiff’s trademark Minky creates different associations, conno- 
tations and impressions in the mind and memory of purchasers than is 
created by Defendant’s trademark HAIR MILK. 

17. Defendant’s trademark Hair MILK is dominated by a striking effect 
of incongruity that is absent from Plaintiff’s trademark mMiLKy and this 
effect distinguishes the two marks in the minds of purchasers so as to 
prevent any likelihood of confusion, mistake or deception. 

18. The respective marks, MILKY and HAIR MILK, differ in appearance, 
design and sound so as to prevent confusion or mistake by purchasers or 
deception of the latter. 

19. Plaintiff’s trademark mmxy, when applied to shampoo, does not 
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so resemble Defendant’s trademark HAIR MILK, as applied to Defendant’s 
hair tonic and dandruff remover, as to be likely to cause confusion or 
mistake or to deceive purchasers. 

20. Neither Defendant nor the public will be damaged by registration 
in the United States Patent Office of Plaintiff’s trademark MILKY. 


Concuusions or Law. 

1. The Court has jurisdiction of the subject matter of, and of the 
parties to, this action. 

2. Plaintiff is the sole, exclusive and rightful owner of the trademark 
MILKY applied to shampoo. 

3. Plaintiff’s trademark MILKY does not so resemble Defendant’s trade- 
mark HAIR MILK as to be likely, when applied to Plaintiff's shampoo, to cause 
confusion or mistake or to deceive purchasers, so as to be barred from 
registration by Section 2(d) of the Trademark Act of 1946 (15 U.S.C. 
1052). 

4. Plaintiff’s trademark miLKy and Defendant’s trademark HAIR MILK 
are not confusingly similar so as to prevent Plaintiff’s trademark from 
having become distinctive of Plaintiff’s goods in commerce in accordance 
with Section 2(f) of the Trademark Act of 1946 (15 U.S.C. 1052). 

5. Registration of Plaintiff’s trademark mrmxy will not damage De- 
fendant in any manner within the contemplation of Section 13 of the 
Trademark Act of 1946 (15 U.S.C. 1063). 

6. Plaintiff is equitably entitled to the relief demanded in the Com- 
plaint. 

7. Plaintiff is entitled to registration in the United States Patent 
Office of its trademark MILKy as applied for in Plaintiff’s application Serial 
No. 538,249, filed October 18, 1947. 

8. Judgment for Plaintiff should be entered authorizing the Com- 
missioner of Patents to register Plaintiff’s mark miLKy for shampoo. 


KOOLVENT METAL AWNING CORPORATION OF AMERICA v. 
KOOLVENT METAL AWNING CORPORATION OF MISSOURI et al. 


No. 9523 (2)—D.C., E.D. Missouri, E. Div—February 14,1955 


Common Law TRADEMARKS—REMEDIES—INFRINGEMENT 

Plaintiff charges infringement of two patents and a common law trademark. 
Defendant seeks by counterclaim an adjudication that defendants are the owners 
in Missouri of the trademarks and assert that plaintiffs are estopped from asserting 
title and are guilty of unclean hands. Where a patentee seeks to broaden the 
scope of a patent he is restricted to the interpretation argued before the Patent 
Office and this is so even though patent has never been built into a commercial 
device. Where license agreement authorizes licensee to use KOOLVENT on patented 
devices and manufacture of patented item is authorized after expiration of patent 
without cost or royalty and use of the mark is permitted “under this license”, 
licensee has right to use KOOLVENT even though license did not continue to expiration 
of patent since the termination was by act of plaintiff and rendered plaintiff guilty 
of unclean hands. 
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CouRTS 
The counterclaim by defendants of infringement is not properly before Court 
since same issue was tried in state court action and is under submission to that 
court. To entertain jurisdiction would oust state court in matter where each 
court has original jurisdiction. 


Action by Koolvent Metal Awning Corporation of America v. Kool- 
Vent Metal Awning Corporation of Missouri, Aluma-Kraft Manufacturing 
Company, Midwest Kool-Vent Aluminum Awning Company, Inc., and 
Theodore J. Bottom for patent and trademark infringement. Defendants 
counterclaim for trademark infringement. Complaint and counterclaim 
dismissed. 

Edmund C. Rogers, Estill E. Ezell, and Kingsland, Rogers & Ezell, of St. 

Louis, Missouri, for plaintiff. 

Lawrence H. Cohn, Frank B. Powell, and Terry & Cohn, of St. Louis, 

Missouri, for defendants. 

HUuteEn, District Judge. 

In this case plaintiff charges defendants with infringement of two pat- 
ents and a common law trade mark and seeks injunctive relief and account- 
ing. As to the patents, the prime issue is infringement and validity. The 
title of plaintiff in the trade mark is challenged. By counterclaim de- 
fendants request an adjudication that they are the owners in Missouri of 
the trade mark in issue. Defendants claim a bar of assertion of title by 
plaintiff, if any, by estoppel and unclean hands. 

This case is between the same parties and a sequel to Koolvent Metal 
Awning Corp. of America v. Bottom (8th Cir.) 205 F. 209, 98 USPQ 371. 
Underlying facts are recited in that opinion. 


I. 


(A) Claims 16, 17 and 18 of the Houseman reissue patent (No. 20,975) 
are at issue on a charge by plaintiff of plaintiff of infringement. The House- 
man patent covers a metal awning. An awning substantially like the struc- 
ture shown in the Houseman patent is the foundation of plaintiff’s business. 

Claims 16, 17 and 18 relate to the side louvers of the awning. These 
louvers consist of a number of vertical metal plates or slats. By their 
arrangement they offer protection against sun and rain but admit light 
and air. 

The claims read: 

16. An awning adapted to be fastened to a wall or the like 
support, including a curtain comprising a series of spaced overlapping 


parallel vertical depending plates, angling outwardly from the awning 
toward the wall at not more than ninety degrees. 

17. The device as claimed in claim 16, wherein the said vertical 
plates are provided with roof extensions adapted to join to the main 
roof of the awning. 

18. The device as claimed in claim 16, wherein the said vertical 
plates are provided with roof extensions adapted to join to the main 
roof of the awning. 
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Defendants present a number of old patents in support of their prior 
art defense, none of which were considered by the Patent Office in allowing 
claims 16, 17 and 18. 

Examining the drawing of the Houseman patent (Plaintiff’s Exhibit 
No. 1) we see a set of side louvers, created by a series of plates or metal 
strips of undeclared width. The louver effect is secured by arranging the 
plates at an angle, outwardly from the awning toward the wall. It cannot 
be seriously argued that the creation of louvers in this manner and for like 
purpose is a very old device. Many houses in the early nineties had windows 
equipped with shutters using the same principle. 


The object of the Houseman device is stated— 


* * * offering protection against sun and rain or snow, will at the 

same time admit air and light. 
The louvers of the window shutter were horizontal. They were adjustable. 
Their purpose parallels the object of the Houseman louver, in “offering 
protection against sun and rain.” They did admit air and could be adjusted 
to admit more or less light. 

Take a step further and let the object of the Houseman patent bear on 
the old Frantz patent (No. 878,284, April 8, 1907) which reads: 

The numeral 1 designates the awning frame which may be of any 
desired construction and covered with either a fabric or metal, and is 
here shown as formed of a series of blind slats 2 which prevent the 
entrance of sun and rain under ordinary conditions and yet allow 
ventilation or the passage of air therethrough. 

Or let the Bauschard patent (No. 1,926,609, June 29, 1932) object bear 

on the Houseman purpose. It reads: 

The vertical area of the side walls may be, and preferably is, formed 
to provide ventilating and light-admission openings in the form of the 
usual louver construction, indicated at 15 in Figures 9 and 10. This 
louver construction, in addition to stiffening the side walls, permits 
the escape of heated air which may be trapped beneath the awning 
proper and reduces the darkening effect of the awning by admitting 
light. Of course the louver openings extend toward the structure to 
which the awning is secured to prevent the admission of rain or the 
like as far as possible. 


Note the language of this description as to the side of the awning—“in 
the form of the usual louver” (See 15 on Bauschard drawing and compare 
with 26-26A of Houseman drawing. ) 

Plaintiff presents the essence of Claim 16 of the Houseman patent: 


(1) An awning adapted to be fastened to a wall or the like support, 
including 
(2) a curtain comprising a series of 
spaced 
overlapping 
parallel 
vertical 
depending 
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(8) plates, 
(9) angling outwardly from the awning toward the wall at not 
more than ninety degrees. 

These terms could well be used to describe the Bauschard device. The 
Houseman patent starts with “a series” of “plates” which, when assembled, 
accomplish the same result in the same way as the Bauschard structure. 

There is no invention in the mere turn of a “flange” on the edge of the 
plates to divert the water which falls against the plate, as set out in 
Claim 17. Claim 18 is in the same class as claim 17. The “roof extension” 
is a simple bend in the plates to a degree, to meet the “main roof.” We feel 
it is suggested by the Bauschard structure at the top of the louver. 

Taking the three claims we cannot escape the conclusion that they 
accomplish— 

substantially the same result by substantially the same means and by 

substantially the same method of operation. 

—as do the prior art, particularly the Bauschard patent. 


We have here a combination or assembly of old elements, of old ideas. 
Their combination can only represent what a skilled mechanic, given the old 
art, could devise and construct. Invention is lacking. If this be “by the 
rather severe test,” we are guided by what the Supreme Court said in 
A. & P. Tea Co. v. Supermarket Corp., 340 U.S. 147, 151-153, 87 USPQ 303, 
305-306 : 


“The mere aggregation of a number of old parts or elements which, 
in the aggregation, perform or produce no new or different function 
or operation than that theretofore performed or produced by them, 
is not patentable invention.” * * * The conjunction or concert of 
known elements must contribute something; only when the whole in 
some way exceeds the sum of its parts is the accumulation of old devices 
patentable. Elements may, of course, especially in chemistry or elec- 
tronics, take on some new quality or function from being brought into 
concert, but this is not a usual result of uniting elements old in 
mechanics. * * * 

* * * 

Courts should scrutinize combination patent claims with a care 
proportioned to the difficulty and improbability of finding invention 
in an assembly of old elements. The function of a patent is to add to 
the sum of useful knowledge. Patents cannot be sustained when, on the 
contrary, their effect is to subtract from former resources freely avail- 
able to skilled artisans. A patent for a combination which only unites 
old elements with no change in their respective functions, such as is 
presented here, obviously withdraws what already is known into the 
field of its monopoly and diminishes the resources available to skillful 
men. This patentee has added nothing to the total stock of knowledge, 
but has merely brought together segments of prior art and claims them 
in congregation as a monopoly. 


The louvers in the Houseman patent are larger and extend out farther 
than in the Bauschard patent. This evidences mechanical skill in their 
construction. We find no indication of spark or inventive genius. They 
still are there for and accomplishing the same purpose and in the same 
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manner as louvers have always been used. The arrangement of the “plates” 
to effect their object, by placing them at an angle, is “the usual” and 
time-worn form. 

Although the Houseman patent has expired since this suit was filed, 
we hold it was without force in so far as Claims 16, 17 and 18 might bear 
on the accused structure of the defendant, prior to expiration. 

(B) If Claims 16, 17 and 18 of the Houseman patent were not invalid 
for the reasons assigned, then there is presented a serious question of 
infringement in the accused structure. 

The Houseman patent repeatedly refers to the side louvers or plates as 
“overlapping,” and that such overlapping keeps out “all direct rays of 
the sun.” 

The examiner was critical on this function of the Houseman patent. 
And again the applicant stressed that the arrangement of the plates would 
stop all “direct rays of light,” because of the overlapping. 

The drawing plainly shows overlapping of plates in the Houseman 
structure. 

It is unchallenged that the accused structure does not have overlapping 
plates representing the side louvers and that defendants’ structure does not 
interpose itself between direct sunlight or weather if it reaches the awning 
from a certain angle. There is a 114 inch space between the plates on the 
defendants’ awning. That 11% inch spaces does admit unimpeded a ray of 
sunlight or weather to that extent if directed at the awning from right angles 
from the plates or louvers. 

How shall the plaintiff’s claims of infringement be construed—how 
liberal shall we construe claims 16, 17 and 18? 

When the Houseman claim was pending before the examiner, the 
following proceeding took place as shown by the file wrapper (Defendants’ 
Exhibit VV, pp. 22-23) : 

Claims 16, 17 are rejected on the ground of lack of invention to 
make the awning curtain of the same kind of material as compose the 
roof part as taught by any wellknown awning having triangular end 

leces. 

é Claim 18 is rejected as confused in “to angle outwardly” lines 2, 3. 

Claims 16-19 directed to the curtain are rejected as contrary to 
applicant’s oath, page 2, lines 2 and 7 thereof, relating to direct rays 
of light. It is evident that awning according to the oath is to shut off 
direct rays from the sun while the curtain being a part of the awning 
admits such direct rays. 

The patentee filed his argument in answer to such disallowance. It 
recites (p. 27) : 

Claim 16 has been amended so that now it, as well as dependant 
claims 17, 18 and 19, in the absence of art, are clearly allowable, and 
the examiner is requested to allow the same. 

Applicant takes issue with the examiner’s last paragraph of his 
action, feels that the examiner is entertaining a wrong idea as to the 


meaning of a awning as generally understood. Many types of awnings 
have no side curtains at all. 





THE TRADE-MARK REPORTER Vol. 45 T. M. R. 


Applicant’s oath, page 2, lines 2 to 7, goes into detail somewhat in 
speaking about cutting out the direct rays of light “through the roof 
of an awning”. Applicant also wants to call the examiner’s attention 
to that where the plates of the curtain angle outwardly toward a wall 
or the like, no direct rays of light could come through the side curtains 
at all as the direct rays of light would be coming from a direction 
opposite the wall, or perpendicular to the side of the awning. In both 
of which cases the direct rays of light would be entirely stopped by the 
plates 11. 


We believe this Court’s rule of construction of plaintiff’s position on its 
Claims 16, 17 and 18 is directed by the Supreme Court in Schriber Co. v. 
Cleveland Trust Co., 311 U.S. 211, 220-221, 47 USPQ 345, 349: 


It is a rule of patent construction consistently observed that a claim 
in a patent as allowed must be read and interpreted with reference to 
claims that have been cancelled or rejected, and the claims allowed 
cannot by construction be read to cover what was thus eliminated from 
the patent. Shepard v. Carrigan, 116 U.S. 593; Sutter v. Robinson, 
119 U.S. 530; Roemer v. Peddie, 132 U.S. 313; Phoenix Caster Co. v. 
Spiegel, 133 U.S. 360; Hubbell v. United States, 179 U.S. 77; Weber 
Electric Co. v. E. H. Freeman Electric Co., 256 U.S. 668; I.7.8. Rubber 
Co. v. Essex Rubber Co., 272 U.S. 429, 443. The patentee may not, by 
resort to the doctrine of equivalents, give to an allowed claim a scope 
which it might have had without the amendments, the cancellation of 
which amounts to a disclaimer. Smith v. Magic City Club, 282 U.S. 784, 
790, 8 USPQ 123, 125-126; Weber Electric Co. v. E. H. Freeman 
Electric Co., supra, 677, 678; I.T.8S. Rubber Co. v. Essex Rubber Co., 
supra, 444. The injurious consequence to the public and to inventors 
and patent applicants if patentees were thus permitted to revive can- 
celled or rejected claims and restore them to their patents are manifest. 
See Leggett v. Avery, 101 U.S. 256, 259. 

True, the rule is most frequently invoked when the original and 
cancelled claim is broader than that allowed, but the rule and the 
reason for it are the same if the cancelled or rejected claim be narrower. 
Morgan Envelope Co. v. Albany Paper Co., 152 U.S. 425, 429; Wm. B. 
Scaife & Sons Co. v. Falls City Woolen Mills, 209 F. 210, 213; see 
Computing Scale Co. v. Automatic Scale Co., 204 U.S. 609, 620, 621; 
ef. in ease of disclaimer Altoona Publix Theatres, Inc. v. Tri-Ergon 
Corp., 294 U.S. 477, 492, 493, 24 USPQ 308, 315. 


That which the patentee was particular to restrict before the examiner, 
and on the basis of which restriction a patent was issued, plaintiff would 
now depart from and enlarge. If we are to allow a deviation of 11% inches 
in this case as an equivalent, plaintiff could just as reasonably enjoin as 
infringement any other like or similar construction regardless of space 
between louvers or plates. Plaintiff placed its own interpretation on its 
claims before the Patent Office. On that interpretation a patent was issued. 
Plaintiff should be held to its Patent Office representation. We find defend- 
ants’ structure does not infringe Claims 16, 17 and 18. 


II. 


(A) Claim 11 of the Harrison patent (No. 2,562,092) is in issue on 
charge of infringement. It is concerned with the top of the awning. 
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Claim 11 reads, in substance, and as analyzed by plaintiff: 

(1) An awning construction which comprises 

(2) a series of spaced lower channels 

(3) having upwardly turned flanges, 

(4) astaggard series of upper channels 

(5) having their webs mounted over the spaces between the first 
series of channels 

(6) with downwardly-turned side flanges, 

(7) the free edges of which have laterally inturned lips that form 
ledges substantially parallel with the webs of the channels on which 
they are carried, 

(8) and of a width several times the thickness of the metal from 
which the channels are formed, 

(9) and elements 

(10) mounted wholly between the overlapping web portions of 
the upper and lower channels 

(11) and secured to and carried by the lower channels adjacent 
the flanges of the lower channels, 

(12) said elements extending into the space between the ledges 
and webs of the upper channels 

(13) and having faces under which the ledges formed by the lips 
of the upper channels are locked 

(14) whereby the upper channels are locked against upward move- 
ment 

(15) and restrained against sidewise movement. 

Plaintiff admits “there are differences in the way the Harrison patent 
embodies the snap-on construction and the way the accused awning embodies 
the snap-on construction,” but claims there are “important common de- 
nominators between the two awnings” and that the issue is whether the 
“common denominator” is patentable. 

We do not view the issue as thus presented. 

When the differences in object of the use of the structures and manner 
of securing it, of the two devices, plaintiff’s and defendants’, are pressed to 
their proper place on this record, we find they embody the prime issue. 

Plaintiff’s patent is a combination patent, including in part at least 
some old art. The first ten elements of Claim 11 of the Harrison patent 
relates to the channel members. They are simple, involving elementary 
bends of the metal to make a top member fit over a bottom member. In 
themselves and standing alone we doubt if any one would assert they were 
patentable as of 1951. (See Gibbons English patent of 1884, Defendants’ 
Exhibit ZZ.) 

It is the remainder of the elements (11 to 15) that constitutes the crux 
of the issue between the parties—the means of securing the upper channels 
and lower channels, the relation between the two when secured in place and 
the object of such relation. 

The upper and lower channels or pans, on top of the awning frame, 
are held in place by means of two or more “elements,” the number of ele- 
ments varying with length of awning or channels. It is more realistic to 





942 THE TRADE-MARK REPORTER Vol. 45 T. M. BR. 


here use the word “posts” instead of “elements,” because that is what 
they are. While the “claim” uses the word “element,” the description of 
the patent uses the word “bolt” and the object of the “element” can leave 
little doubt but that “element” means some character of post or “bolt.” 
We refer to the drawing of the patent and particularly figure 4 and the 
description referring to this drawing: 


Our invention may be more fully understood by reference to the 
accompanying drawings, in which: 
* * * 


They are also supported by transversely extending parallel cross chan- 
nels of light section, these cross members being designated 5. They are 
secured to the channels by means of bolts 6 that pass through one of 
the horizontal flanges of the cross channels 5, and through the webs of 
the channel members 2, * * * The screws 6 pass through the pans 
near the side flanges 3, and as clearly shown in Fig. 4, they are threaded 
into the lower ends of tubular posts 7, which may be either metal or 
plastic. 

These posts, which are preferably, but not necessarily cylindrical, 
have grooves 8 in the peripheries thereof, the grooves being at or near 
the level of the top of the flanges 3 of the plans. 

* * * According to the present invention the depending lower 
edges of the flanges 10 are turned inwardly, the inwardly turned por- 
tions being designated 11. The inwardly turned portions 11 are re- 
ceived in the grooves 8 of the posts 7 and the posts 7 are of a height 
such as to maintain the proper spacing between the flat portions of the 
webs and covers. * * * (Emphasis added.) 


“The claims of a patent are always to be read and interpreted in the 
light of its specifications.” Schriber-Schroth Co. v. Cleveland Trust Co., 
supra, i.e., 217, 47 USPQ at 347. 

Plaintiff would free itself from the effects of the description and its 
structure “most clearly shown in Figures 2, 3 and 4” of the patent, on the 
meaning to be given to the term “element.” Plaintiff’s brief recites: 

While the “elements” of element 9 of the claim are illustrated 
as posts in the Harrison patent, please note that the term “elements” 
is used to connote a broader meaning than merely the illustrated 
posts. There is nothing in the word “elements” that requires that 
the elements be in the shape of posts. 

- * t 

Thus, the claim itself defines the structure and position of the 
“elements” in language that by no means requires those elements to 
be posts. This, of course, is the typical practice in patent law by which 
an inventor may express an invention more broadly than the particular 
illustration given in his drawings. 

But any reasonable interpretation of plaintiff’s patent would lead one 
to believe that the “elements” holding the top pans would and must be 
some kind of a post whether it be round or square or oblong. How else can 
the descriptive purposes be achieved? The space laterally between the 
post, bolt, or “element,” that is below and above must be left open to the 
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greatest extent permissible by good construction. This can only be done 
by using a bolt or similar construction. This construction is necessary to 
carry out one of the declared main features of the patent—to admit air in 
and out from under the awning. We quote from the description of the 
patent. 
They are in vertical spaced relation to the pans so that air im- 
mediately under the awning which is warmed by contact with the 
awning surface may escape to some extent from under the awning. 


We pass to defendants’ patent. Does it accomplish substantially the 
same result, by substantially the same means operating together in sub- 
stantially the same way? 

Plaintiff’s patented structure presents a ventilated awning as one of 
its prime objects. Defendants’ does not. The roof pans on the accused 
structure are clamped together and no air can escape in defendants’ device. 
Substantially the same result is not accomplished by the two devices. 

To secure the ventilating result the “element” or bolt is a prime feature 
of plaintiff’s device. Defendants use no “element,” the upper and lower 
pans being snapped together for their entire length. 

Plaintiff uses a third element to hold the upper and lower pan, the 
“element” or bolt. Defendant does not. 

Substantially the same means are not present in the two structures. 

If the term “element” in Claim 11 were given such a broad meaning 
as to read on defendant’s structure, then Gibbons prior art patent would 
read on plaintiff's Claim 11, as would the Flatau patent (No. 537,569, 
April 16, 1895; Defendants’ Ex. No. YY) render the plaintiff’s claims 
void. See also the Drake patent of 1898, the Hooper patent of 1898. The 
Perrusi patent plainly suggests the defendants’ structure. Such a con- 
struction would further make plaintiff's patent subject to a claim of 
invalidity for overclaiming the invention. 

(B) Admittedly the Harrison patent has never been built into a 
commercial awning. This fact does not serve the plaintiff’s attempt to widen 
the patent coverage nor suggest a liberal construction be given the claims. 

The parties are engaged in a crowded field. The art, if such it still is, 
is crowded. Having failed to use the patent, what is the impact on plaintiff's 
position of asking this Court to broaden its scope? See American Laundry 
Mach. Co. v. Strike, (10th Cir.) 103 F.2d 453, 41 USPQ 423. We quote 
(le. 457, 41 USPQ at 426) : 


As stated, claims 5 and 6 are textually limited to spring actuated 
toggle means, while the broader claims 2, 3 and 8 do not specify or 
describe the means. But the specifications make repeated reference to 
spring actuated toggle means. There is little room for doubt that spring 
means were contemplated in all of the claims. [Just as a post was 
contemplated in the Harrison patent.] Further if claims 2, 3, and 8 
be construed as broad enough to embrace every means [as plaintiff 
here asserts] normally tending to move the manuals from intermediate 
position to inoperative position, and to maintain them in full operative 
position they are functional and void for indefiniteness and uncer- 
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tainty. Jensen-Salsbery Laboratories v. O. M. Franklin Blackleg 

Serum Co., supra; Callison v. Pickens, supra. In addition, plaintiff 

manufactured and sold approximately 2,000 pressing machines inter- 

mediate and issuance of this patent and the trial of the case, not one 
of which complied in all respects with the patent. In other words, this 
is a paper patent in a crowded art, not used by its owner engaged on 

a large scale in the manufacture and sale of such machines. It is well 

settled that a nonused patent positioned in a crowded art should not 

be aided by a broad interpretation of the claims. 

We find no infringement of the Harrison patent in the comet struc- 
ture, as complained of. 

III. 

The issue of trade mark infringement on KOOLVENT presents a serious 
and troublesome question. It was alluded to in the former trial. Had it 
there been presented and settled it would have served the parties better 
than we now can. 

We go to defendants’ plea of estoppel. 

Defendant Bottom made two contracts with plaintiff in 1947. The first 
contract restricted use of the patent licensed to the City of St. Louis and 
certain adjoining counties. The second license, substantially like the first, 
broadened the territory to include the balance of the Missouri counties to 
the Kansas line and certain counties in Kansas. 

These contracts are described in the former suit. It is sufficient for 


the present purpose we reiterate that plaintiff, having a contract with the 
patentee so to do, licensed defendant Bottom to make the awning covered 
by the patent, with the understanding Bottom would form a corporation and 
assign the contracts. 

In the following respects the contracts are identical: 


6. Unless otherwise terminated in accordance with the provisions 
of this agreement, the license herein granted shall extend to the full 
end of the term for the last patent for the LicENsEp INVENTIONS, no 
royalty shall be payable for the use of such expired patent, but if the 
article or articles manufactured by THE LiIcENSEE shall embody the 
invention of both an expired and unexpired patent, the royalty 
set forth shall continue to be paid by THE Licensee until the expiration 
of such other patent or patents. 

* * * * 


15. LiIcENSEE agrees that it will apply the proper patent notice 
to the articles manufactured by it under the LicENsSED INVENTIONS, 
and that it will not use the trade name KOOLVENT on any products not 
made under this license. 

* * * * 

18. The LicENsEE shall have the right to use the words KOOL-VENT 
METAL AWNING, singly or in combination in any corporation name or 
trade mark which he may adopt for the purpose of carrying out the 
rights set forth in this contract, but only on products made under this 
license and agreement. 


Nowhere in the contract does plaintiff claim to own the trade mark 
KOOL-VENT except as its (plaintiff’s) name may carry some significance. 
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It is obvious, although not expressly stated in the contract, that use by 
the defendant Bottom and his assignees of the name KOOL-VENT was under- 
stood and approved by plaintiff at the time the contracts were entered 
into. But use of the name was limited by the contract—it was under restric- 
tions (1) that it would only be used on the licensed product or (2) in any 
corporation name or trade mark which he may adopt for the purpose of 
carrying out the rights” set forth in the contract. 


Defendants adopted the trademark KOOL-VENT to apply to the awning 
made under the license agreement and used it in a name of a corporation 
that made and sold the licensed product. We say this must have been 
understood because it was done long prior to cancellation of the contracts, 
with plaintiff’s knowledge and without objection from plaintiff. 

We hold it is further a fair and reasonable construction of the con- 
tract that if it were to runs its course defendants could thereafter use the 
trade name KOOL-VENT. This is evident from paragraphs 6 and 15. Para- 
graph 6 authorizes the manufacture of the awnings covered by the license, 
after expiration of the patents, without royalty or cost or condition of any 
kind, and paragraph 15 permits use of the trademark on products 
“made under this license” agreement. The contract is silent as to restric- 
tion on use of the trade name in defendant’s corporate name after the 
expiration of the contract. 

Now the question is—were the conditions under which the contract 
was cancelled such as to make it inequitable to apply any rule on use of 
the trade name other than that which would have applied had the contract 
run its course. 

In the previous litigation we found that in seeking to enforce the 
license agreement with defendants plaintiff came into the court on 
equitable claims with unclean hands. In passing on assignment of this 
finding as error the Court of Appeals said (205 F.2d 209, 215, 98 USPQ 
371, 375-376) : 

We think the inferences thus drawn by the court were clearly 
warranted by the proven and admitted facts. It is to be noted too in 
this connection that the court by one of its findings states, “Plaintiff 
contracted by the Matthews settlement to carry the ethics of the 
market place into the court room and have a lawyer state to the 
Court that he is not only withdrawing as attorney in the case but, of 
more serious import, represent to the court that the cause he has 
theretofore represented is without merit. And without prior notice 
or knowledge on the part of the lawyer’s record client, the defendants, 
that is exactly what the lawyers for plaintiff did.” The conclusion that 
plaintiff comes into court with unclean hands is, we think, amply 
supported by the evidence. Having come into court with unclean hands, 


it had no standing in a court of equity and the other contentions made 
by plaintiff are therefore immaterial to a decision of this case. 


Defendants, having originated use of the name KOOL-VENT in Missouri 
under agreement with plaintiff, were unable to keep that contract through 


no fault of their own, but by virtue of conduct of plaintiff, and conduct 
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by which plaintiff profited to defendants’ loss, all in violation of its 
contract with defendants. 


The contracts as originally executed authorized defendants to 
construct the Kool Vent awnings as supposedly authorized under the 
Houseman patent. Defendants, however, were enjoined by the holders 
of the Matthews patent from continuing operation under the original 
license contracts. This injunction was in full force and effect at the 
time of the trial of this suit and it had been procured with the 
assistance of the plaintiff. Manifestly, the court could not have decreed 
the enforcement of the contracts under these circumstances. Again, 
these contracts had been breached by the plaintiff for its failure to 
defend against infringement and for its failure to grant defendants 
the advantages which it acquired under its contract of settlement with 
the holders of the Matthews patent. 


Certain conclusions force themselves upon us. It was contemplated by 
the parties to the licensing agreements that defendants would use the 
name KOOL-VENT in Missouri in manufacturing awnings under the license 
agreements, and when the patent covered by the license expired defendants 
would be free to continue their manufacture without any restriction on 
use of the name KOOL-VENT. That the license relation between the parties 
did not continue until the expiration of the Houseman patent was through 
no fault of defendants, but the acts of plaintiff described above. If plaintiff 
was without equitable grounds to enforce the license agreements with 
defendants it follows, and for like reasons, that plaintiff is not in a 
position to take from defendants in Missouri the right to use the trade 
name that originated in the license agreements. Patently if as a part 
of the original suit between these parties plaintiff had sought the trade 
mark relief now asked it would not have been granted. Plaintiff did not 
improve its position by delay. The record has been written, written by 
plaintiff and at its own volition. Time cannot change it. 


IV 
Defendants by counterclaim filed January 29, 1954, ask for a decree— 


* * * declaring defendants to have the exclusive rights in the State 
of Missouri for the name and mark KOOL VENT as applied to awnings 
and kindred products; that plaintiff and those acting for or associ- 
State any awning or kindred product designated a KOOL’ VENT awn- 
ated with plaintiff be enjoined from selling or offering for sale in 
this State any awning or kindred product designated a KOOL VENT 
awning * * * 

Paragraph 32 of the answer reads: 

Plaintiff, with full knowledge of the valuable reputation and good 
will of KOOL VENT OF MISSOURI in its trade mark and trade name, 
did wrongfully, and with intent to injure the said defendant, and to 
mislead and deceive the public, induce other persons to establish a 
business under the name St. Louis Koolvent Metal Awning Corpora- 
tion in St. Louis, Missouri, and to advertise and sell KooL VENT awnings, 
all in violation of defendants property rights in its name, marks, 
good will and reputation and to defendants damage, and plaintiff 
threatens to induce others to violate defendants said rights. 
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In April 1952 Kool Vent Awning Corporation of Missouri filed a 
suit in the State Court in St. Louis, Missouri, against St. Louis Kool Vent 
Metal Awning Corporation and Harold Halpern. We take the following 
from the petition in that case. 


4. In April 1946 plaintiff’s precedessor, KOOL VENT METAL AWN- 
ING CORPORATION OF MISSOURI, began the business of manufacturing, 
selling and installing metal awnings, and began using the name KOOL 
VENT as a trademark on and in connection with the sale of its said 
awnings, in the State of Missouri. 

5. Plaintiff’s said predecessor continued the said business until 
about September 30, 1949 at which time it changed its name to ALUMA 
KRAFT MANUFACTURING COMPANY, and on or about the same date it 
caused plaintiff to be incorporated under its old name, and trans- 
ferred to plaintiff its business, trade mark rights, and good will in 
connection with the selling and installing of KooL VENT awnings. 

6. The total sales of KOoL VENT awnings by plaintiff and its 
predecessors have exceeded the sum of $1,700,000.00 and money ex- 
pended for advertising the said awnings have exceeded the sum of 
$88,000.00 

7. By reason of the long continued use and extensive advertising 
and sales the names KOOL VENT METAL AWNING CORPORATION of Missouri, 
and KOOL VENT, and any names similar thereto, mean and are understood 
to mean to the trade and public in the City of St. Louis and State of 
Missouri, only plaintiff and the awnings sold by plaintiff. 

* * a 


11. * * * defendants’ organizers and owners, including the de- 
fendant Halpern, did, in or about September 20, 1951, cause the 
defendant corporation to be formed and incorporated under and with 
the name sT. LOUIS KOOL VENT METAL AWNING CORPORATION, and there- 
after did, on or about March 1, 1952, under the said name, commence 
advertising and selling metal awnings denominated KOOL VENT awn- 
ings in the City of St. Louis and State of Missouri. 


WHEREFORE, plaintiff prays that defendant 

1. st. LOUIS KOOL VENT METAL AWNING CORPORATION, its officers, 
employees and agents, and defendant HAROLD HALPERN, and all those 
acting by or under authority from defendants, be temporarily and 
perpetually enjoined and restrained from using the name sT. LOUIS 
KOOL VENT METAL AWNING CORPORATION, or any other name which is 
confusingly similar to plaintiff’s corporate name, and from selling or 
offering for sale in the State of Missouri, awnings which are desig- 
nated or identified by the trademark KOOL VENT; 

o * * 


The plaintiff in this case tried to intervene in the State court action 
but on objection the request was denied. However its attorneys defended 
the suit. It has been tried and is under submission. The record is an ex- 
hibit in this case. Suffice to say the history of the relations between plain- 
tiff and defendants is in the record of the State case, defendants there 
claiming : 

Plaintiff comes into Court with unclean hands for the reasons 
that it is claiming relief under State of Missouri trade mark regis- 
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trations that were fraudulently obtained as hereinbefore set forth, 
and for further reason that plaintiff’s present use of the name KOOL 
VENT is a part and culmination of an illegal scheme and plan by 
Aluma Kraft and plaintiff to defraud defendants and Kool Vent of 
America of their right to use the trade name KOOL VENT, said scheme 
including the surreptitious registration of the trade marks Certificates 
No. 14,436 and No. 14,437 and subsequent acts which were intended 
to and did lull Kool Vent of America while Aluma Kraft was osten- 
sibly proceeding and complying with the requirements of the license 
agreement of Exhibit A, but was actually acting to defraud Kool 
Vent of America of rights in the name KOOL VENT and to damage 
Kool Vent of America by this fraudulent scheme and misappropria- 
tion of the name KOOL VENT in derogation of said license agreement. 

Plaintiff further comes into Court with unclean hands because 
plaintiff and Aluma Kraft have schemed to damage, and have dam- 
aged, defendants in that they have employed an illegal and unau- 
thorized plan to sell, both here and elsewhere, awnings under the 
name KOOL VENT, and other awnings under the name Aluma Kraft, 
at least some of which latter awnings are identical with those sold 
under the name KOOL VENT; all for the purpose of confusing the 
purchasing public, and destroying the good will and reputation of 
KOOL VENT awnings, both here and elsewhere. And in furtherance of 
said scheme and actions, plaintiff and Aluma Kraft have, both in 
Missouri and elsewhere, represented, advertised and promoted sales 
of Aluma Kraft awnings as being identical with KooL VENT awnings, 
and have presented to Aluma Kraft customers and prospective cus- 
tomers that Aluma Kraft awnings are made by the same company 
that makes KOOL VENT awnings, for the purpose of selling Aluma 
Kraft awnings and defeating the proper and authorized sales of Kool 
Vent awnings. 


Defendant Kool Vent of Missouri, having chosen the State tribunal 


to test its right to the ownership of the trademark KOOL VENT, and seek- 
ing broad injunctive relief that could go to this plaintiff, and having tried 
its case in the State Court, and that court now having the case under sub- 
mission, we conclude that for this court to now, in this case, entertain 
jurisdiction would be to oust the State court of its prior jurisdiction in 
a controversy where each court does have original jurisdiction. We de- 
cline to meddle. See Harkrader v. Wadley, 172 U.S. 149, 43 L.Ed. 399, 404: 


When a state court and a court of the United States may each 
take jurisdiction of a matter, the tribunal where jurisdiction first 
attaches holds it, to the exclusion of the other, until its duty is fully 
performed and the jurisdiction involved is exhausted; and this rule 
applies alike in both civil and criminal cases. 


Let decree in accord with this memorandum be settled and submitted. 


————————————— 
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NATIONAL DRYER MANUFACTURING CORPORATION et al. v. 
THE NATIONAL DRYING MACHINERY COMPANY 


No. 16518—D.C., E.D. Pa.—February 15 and May 10, 1955 


TRADEMARK ACT OF 1946—REMEDIES—ACCOUNTING 
Plaintiff seeks to enjoin defendant for an infringement of its trademarks 


and defendant seeks similar relief in its counterclaim and also asks for an 

accounting of profits. But rights to recover profits against a trademark infringer 

are subject to the principle of equity and an accounting does not automatically follow 

a judgment of infringment. 

In the present case the products are not the same and there is no competition 
between them and consequently no damage and therefore it is not deemed necessary 
to provide for any award of profits. 

Action by National Dryer Manufacturing Corporation and National 
Dryer Sales Corporation v. The National Drying Machinery Company for 
trademark infringement Defendant counterclaims for trademark infringe- 
ment. Judgment for defendant. 

Daniel Mungall, Jr., and Stradley, Ronon, Stevens & Young, of Philadel- 
phia, Pennsylvania, for plaintiffs. 

Louis Necho, of Philadelphia, Pennsylvania, for defendant. 

Kirkpatrick, Chief Judge. 

The issues in this case are disposed of by the answers to the requests 
and the opinion in the case of The National Drying Machinery Company 
v. Jack Ackoff, Civil Action No. 15589, of even date herewith, 104 USPQ 
288 (45 TMR 449). The answers to the requests as modified by the opinion, 
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. as well as the opinion, where applicable are adopted in this case. 
1 An appropriate order may be submitted. 
“ May 10, 1955 
d The Lanham Act, 15 U.S.C. 1117, provides that the right to recover 
% profits against a trademark infringer shall be “subject to the principles 
™ of equity.” It seems to be definitely settled since Champion Spark Plug 
™ Co. v. Sanders, 331 U.S. 125, 73 USPQ 133 (37 TMR 323), that an 
e- accounting for profits does not automatically follow a judgment of infringe- 
? ment. The “principles of equity” give the Court a very wide discretion 
h and, as appears from the opinion in the case cited, the Court may base its 
* discretion upon a wide range of considerations. Thus, in that case the 
ly Court pointed out that there had been no showing of fraud or palming 
le off, that the respondents had for several years apparently tried to comply 
with a cease and desist order of the Federal Trade Commission which 
d. would have eliminated any possible imposition upon the public as to the 


secondhand character of the goods, and that the likelihood of damage to 
the petitioner or profit to the respondents seemed slight. Thus, not only 
the probabilities as to the existence of profits and damages were considered 
’ but also the nature of the infringement, the absence of fraudulent intent 
and what was done by the respondents in order to avoid misleading 
the public. 
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It is true that in Century Distilling Co. v. Continental Distilling 
Corp., 205 F.2d 140, 98 USPQ 43, Judge Maris ordered an accounting 
upon a finding of infringement, without discussing the question whether 
there were any profits or damages to be accounted for or whether the 
equities of the case demanded it. It is possible that he did so on the 
theory that accounting would follow automatically upon the decree. 
However, in the Century case there was a definite finding by the Court 
of the existence of competition between the two products involved, a 
finding which almost postulated damages, if not profits, and which would 
give a basis for the exercise of the Court’s discretion to grant an accounting. 

In the present case the products are not the same and there is no 
competition between them. The injunction was granted to protect the 
counterclaimant against competition by the plaintff, presently nonexistent, 
but which would arise if and when the counter claimant should decide 
to enter upon a field closely related to that in which it was doing business, 
but in which it had not made or sold a single article. 

I am of the opinion that the injunction is all that is needed in order 
to give the counterclaimant in the present case complete relief and, further, 
that the principles of equity would not justify me in awarding an account- 
ing for profits (there having been no proof whatever of any damages) 
in the sale of goods which the counterclaimant has never manufactured 
or sold. To allow the counterclaimant the accounting for which it asks 
would be in effect to allow it the profits from an extensive business in 
which it had never invested a cent of money or taken any risk. To say 
the least, such an order would be a windfall. 

The final decree entered in this matter is amended by striking out 
“The plaintiffs are ordered to pay to the defendant all their profits 
from the sale of drying machines from January, 1950, to date.” 


FACIANE, doing business as WHITE KITCHEN v. STARNER 
No. 398-T—D.C., N.D. Fla.—March 18, 1955 


TRADEMARKS—REMEDIES—BASIS OF RELIEF 
Plaintiff seeks to enjoin defendant from using the term WHITE KITCHEN in 
Florida in connection with the restaurant business on the grounds that plaintiff has 
used the identical title in connection with its several restaurants in Louisiana. 
Upon notice to plaintiff, plaintiff promptly objected and defendant registered 
its name in Florida but since the evidence establishes that the business of defendant 
is exclusively intrastate the Trademark Act of 1905 provided no remedy whereby 
the infringement of a trademark registered under the Act may be enjoined where 
its use by others is confined to the limits of a single state and does not interfere 
with interstate or foreign commerce; nor does the Act enlarge common law rights 
within a state where the trademark is being used; and since the mark is descriptive 
of the restaurant business the use of the common words either alone or in combina- 
tion, without more, is not entitled to protection under the law of trademarks or 
unfair competition. 


Action by Onesime Faciane, doing business as White Kitchen v. Harry 
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F. Starner for trademark infringement and unfair competition. Complaint 
dismissed. 


Meginniss, Thompson & Morrison, of Tallahassee, Florida, for plaintiff. 
George W. Atkinson, of Tallahasse, Florida, for defendant. 


DEVANE, Chief Judge. 

Plaintiff filed a complaint against defendant alleging that plaintiff 
is the sole proprietor of all right, title and interest in the trademark 
WHITE KITCHEN and that defendant is infringing upon said trademark by 
establishing and operating a restaurant under the trade name WHITE 
KITCHEN. In his answer, defendant admits that since January, 1947 he has 
operated a restaurant under the trade name WHITE KITCHEN, but denies 
that the use of his name in any way fringes upon any rights of the plaintiff. 

The facts in the case, in general, are not in dispute. The evidence 
establishes that about 1926 plaintiff established and has since that date 
operated one or more restaurants in the State of Louisiana, under the 
trade name WHITE KITCHEN and that said trade name was first registered 
with the Commissioner of Patents in 1930 and a new trademark registration 
was secured in September, 1950 and is still in effect. 

Plaintiff has, during all this period, operated a restaurant under this 
trade name and has for the past several years also operated a bar in con- 
nection with the restaurant. Plaintiff now has two restaurants, not far 
apart, located in Louisiana. In connection with the operation of his restau- 
rants, plaintiff developed and now manufactures and sells in interstate 
commerce a barbeque sauce, under the name WHITE KITCHEN. This barbeque 
sauce is sold in several States, including Florida, according to the testi- 
mony of plaintiff. 

Plaintiff’s restaurant and bar business at its two restaurants located 
in Louisiana is quite substantial for a wayside restaurant. One of the 
restaurants is located on U.S. 90, the principal east-west route from Florida 
to California, passing through Tallahassee, Florida. 

About 1939 defendant’s predecessor opened a small restaurant just 
outside the city limits of Tallahassee on what was then known as U.S. 90, 
specializing in fried chicken and hot biscuits. This restaurant was, from 
the beginning, operated under the name WHITE KITCHEN. Defendant ac- 
quired the business and the trade name in 1947, and has continued to 
operate under that name ever since. Defendant does no interstate com- 
merce. In comparison with the restaurants operated by plaintiff defendant 
operates a very small business. He does not operate a bar as his restaurant 
is located in a dry county in Florida. 

Plaintiff was not aware of the existence of defendant’s restaurant 
until some time in 1951, and upon learning about it he sent an employee to 
visit defendant’s restaurant and notify him that he was illegally using 
plaintiff’s registered trade name. Plaintiff’s attorney later notified de- 
fendant to the same effect. Upon receipt of this notice defendant promptly 
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registered his trade name WHITE KITCHEN with the Secretary of the State 
of Florida and has complied in every particular with the Florida law with 
reference to the registration of trade names. Plaintiff never registered his 
trade mark under the Florida statute. Two questions are presented to the 
court by the pleadings and facts in this case, as follows: 

1. Is there an infringement of plaintiff’s registered trademark, which 
may be enjoined in this action, and 

2. Is defendant engaged in unfair trade practices and unfair com- 
petition by the use of plaintiff’s registered trade mark? 

While the answer to the first question is not difficult, it is of no par- 
ticular import in the final disposition of the real question presented in this 
case. 

As stated above, the evidence conclusively establishes that defendant 
is exclusively engaged in intrastate commerce and the Trade Mark Act 
of 1905, as amended, now 15 U.S.C. §1051 et seq., provides no remedy 
whereby the infringement of a trade mark registered under the Act may 
be enjoined where its use by others is confined to the limits of a single 
State and does not interfere with interstate or foreign commerce, nor 
does the Act enlarge common-law rights within a State where the trade- 
mark is being used. U.S. Printing & Lithograph Co. v. Griggs, Cooper & 
Co., 279 U.S. 156, 1 USPQ 245 (19 TMR 187). 


The second question is more difficult to answer. Plaintiff relies chiefly 
on Rhea v. Bacon, 87 F.2d 976, 32 USPQ 342 (27 TMR 130) and Stork 
Restaurant v. Sahati, 166 F.2d 348, 76 USPQ 374 (38 TMR 431). Rhea 
v. Bacon, supra, is controlling here if that case is applicable. That was a 
case in which the facts, as alleged in the complaint, were, in many respects, 
similar to those alleged in this case. Rhea operated a hotel located on the 
Mississippi coast ner Pass Christian, under the trade name INN-BY-THE-SEA. 
This hotel was originally erected, given its name and placed in operation 
by Bacon and had been operated under his name ever since. The hotel 
is located on U.S. 90. In 1935, Bacon, no longer having any interest in the 
hotel, acquired property near Ft. Walton, Florida and erected thereon 
a hotel and adopted for it the trade name INN-BY-THE-SEA. The suit was 
instituted by Rhea to enjoin the use of this name. On a motion of appellee, 
which admitted the facts well pleaded in the complaint, the District Judge 
dismissed the complaint and that case was disposed of on appeal in that 
manner, without any evidence by any party to the litigation. All the Appel- 
late Court did in that case was to hold that as the complaint stated a good 
eause of action the District Court erred in dismissing the complaint. For 
this reason that decision in no way controls the decision of this court in 
this case. 

The case of the Stork Restaurant v. Sahati is more to the point, and, 
if followed in its entirety, would be decisive in this case. However, the 
court is of the opinion that the facts in this case are so substantially differ- 
ent, in the main, to the facts in the Stork Restaurant case that the law of 
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that case should not be applied here. In the Stork case an unusual trade 
name, with an unusual trade design had been adopted and used by the 
complaining party for many years and a large business had been developed 
before that infringement occurred and that case was brought. The Stork 
Restaurant was a famous eating place in New York and had been publicized 
in many ways throughout the United States. It had built up a reputation 
under its trade name that deserved the protection the court gave it in that 
case. 

The decision of the same court in other cases is illustrative of the 
fact that the pronouncement of the court in the Stork Restaurant case is 
applicable only in unique eases such as the facts disclosed in that case. See: 
Treager v. Gordon-Allen, Ltd., 71 F.2d 766, 22 USPQ 124 (24 TMR 419) 
and Sunbeam Lighting Company v. Sunbeam Corporation, 183 F.2d 969, 
86 USPQ 240 (40 TMR 669). 

On the other hand, we have in this case a common name. The words, 
WHITE KITCHEN do not express a fanciful term. There is nothing inherently 
unusual about these words, that would justify the prohibition of their use 
by others. The use of ordinary words, either alone or in combination, with- 
out more, is not entitled to protection under the law of trade marks or as 
unfair competition. 

While plaintiff has adopted the use of a certain amount of attractive 
display advertising in the form of place mats and napkins, defendant 
has no advertisement of a similar nature, nor does defendant in any way 
“dress up” his restaurant so as to make it bear the least similarity to the 
restaurants operated by plaintiff. 

It is approximately 300 miles from plaintiff’s places of business to that 
operated by defendant and defendant’s place of business is no longer 
located on U.S. 90. It is a restaurant chiefly patronized by residents of 
Leon County, Florida and visitors to Tallahassee from other parts of the 
State of Florida who know about it. 

Plaintiff testified in this case there was no competition between his 
restaurant business and that of defendant; that there was no confusion in 
the minds of the public, but that he did desire to protect his trade name 
and his good business reputation. He waived all claims for damages. Under 
the facts, as disclosed by the record in this case, to grant plaintiff the 
relief here sought would require the conclusion that plaintiff holds a 
monopoly on the trade name WHITE KITCHEN, for the evidence in the case 
does not warrant a judgment in plaintiff’s favor on any other ground. 

The law is well settled that where there could be no confusion among 
customers, the original owner of a trade name does not have an exclusive 
monopoly on its use. 

The court finds and holds that plaintiff has failed to carry the burden 
‘of proof establishing his right to enjoin defendant from the use of his 
registered trademark WHITE KITCHEN. 

An appropriate judgment will be made in conformity with this 


memorandum decision. 
LL 
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VREDENBURG, doing business as BROADWAY MFG. CO. v. 


SAFETY DEVICES CORP. 
No. 264—Wisc. Sup. Ct.—May 3, 1955 


TRADEMARK AcT or 1946—REGISTRABILITY—DESCRIPTIVE TERMS 
REMEDIES—UNFAIR COMPETITION—ScoPE OF RELIEF 


Defendant appeals from an order granting a temporary injunction in an action 
in which the plaintiff seeks to enjoin the use by the defendant of the term HANDI- 
HORSE a term which plaintiff has used in connection with its adjustable steel saw- 
horses since 1949. 

Plaintiff learned of defendant’s use of the term in January 1954 and promptly 
objected and defendant agreed to discontinue the use of said term but has not 
done so. 

Since the term HANDI-HORSE is descriptive of the goods it is not eligible for 
protection as a trademark and the rule is not changed by misspelling of the word 
HANDY. However, the mark may be entitled to protection where it has acquired 
a secondary significance denoting that goods bearing the mark come from one 
source and in such cases fraud or unfair competition must be proved and the 
relief limited not to an injunction against the use of the trademark but the 
unfair method of its use and since the temporary injunction grants a flat injunction 
against the name HANDI-HORSE on any product this injunction goes far beyond 
restraining only unfair methods and the trial court will be reversed. 


Action by Arthur Vredenburg, doing business as Broadway Mfg. Co. v. 


Safety Devices Corp. for trademark infringement. Defendant appeals from 
order overruling demurrer and granting temporary injunction. Modified. 
Mark M. Camp, Peter J. Kondos, and Michael J. Kondos, of Milwaukee, 


Wisconsin, for appellant. 


D’ Amato & Fryatt, of Waukesha, Wisconsin, for respondent. 
Before Fritz, Chief Justice, and FarrcHILD, CuRRIE, MARTIN, BROADFOOT, 


Brown and GEHL, Justices. 


Brown, Justice. 


The allegations of the complaint material to the questions raised by 


the appeal are: 


“3. That, as the plaintiff is informed and verily believes, the 
defendant has since December 1, 1953, and at all times material herein 
been engaged in the manufacture, sale and marketing of a metal 
collapsible saw horse known as HANDI-HORSE; * * * 

“4. That the plaintiff has since May 28, 1949, produced an adjust- 
able steel horse known as HANDI-HORSE; that said name HANDI-HORSE 
was published and the plaintiff’s product identified by said name 
HANDI-HORSE. 

“5. That the plaintiff has since said time and now does manu- 
facture and market said produce known as HANDI-HORSE; that said 
HANDI-HoRSE has both national and international circulation and 


market. 
“6. That the plaintiff owns and has exclusive right to the use 


of the Trade Mark HANDI-HoRSE and has during the period of said use 
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continuously advertised said product and trademark both nationally 
and internationally. 

“7, That as the plaintiff is informed and verily believes, the 
defendant has for sometime past, without authority or right infringed 
upon the rights of the plaintiff by using the name HANDI-HORSE upon 
its products to the plaintiff’s damage; that the plaintiff has at no 
time consented or permitted the defendant to use said name. 

“8. That on or about January 12, 1954, when the plaintiff learned 
that the defendant was infringing upon the Trade Mark the plaintiff 
caused to be served upon the defendant a Notice to cease and desist 
from using the name HANDI-HORSE. 

“9. That pursuant to said Notice to defendant on January 15, 
1954, agreed to discontinue the use of said name HANDI-HORSE; that 
the plaintiff is informed and verily believes that the defendant’s agree- 
ment was intended to mislead and injure the plaintiff ; that the plaintiff 
is informed and verily believes the defendant has continuously and 
still uses the name HANDI-HORSE, all to the damage of the plaintiff. 


The order overruling the demurrer and granting the injunction was 
entered August 16, 1954. Notice of appeal is dated November 15 and the 
record transmitted by the trial court to this one was received here Decem- 
ber 6, 1954. The only demurrer appearing therein is one on the ground 
that there is another action pending between the same parties for the same 
cause. Appellant says (and respondent denies) that the order appealed 
from does not deal with that demurrer but with a general demurrer. On 
March 23, 1955, long after the record came to the Supreme Court, appellant 
filed in the trial court, and caused to be transmitted to us as a supple- 
mental return, the affidavit of appellant’s counsel that in June, 1954, 
he served and filed a general demurrer to the complaint but that for reasons 
unknown it was not in the trial court’s file of this action on the date when 
the record was transmitted to this court. What purports to be a copy 
of that general demurrer is attached to the affidavit. 

We have no reason to doubt counsel’s allegations but we are bound 
by the record and that is not to be enlarged by supplemental material 
which neither the trial court, acting within its jurisdiction, nor we, acting 
within ours, have ordered incorporated in it. Howard v. Howard (1954), 

Wis. . N. W. 2d . The record before us contains no 
general demurrer and the order which overrules a demurrer of some sort 
contains nothing to indicate that the demurrer which it overruled was 
a general one. On such a record we are unable to say that the trial court 
was in error in overruling whatever demurrer it was then considering. 
Hence, that part.of its order must be affirmed. 

When we take up the appeal from the part of the order which grants 
the temporary injunction, the sufficiency of the complaint immediately 
becomes material for if it appears there that the plaintiff is not entitled 
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to the permanent injunction which his complaint demands the court ought 
not to give him the same relief temporarily. 

“* * * Where the issuance of a preliminary injunction would have 
the effect of granting all the relief that could be obtained by a final 
decree and would practically dispose of the whole case, ordinarily it 
will not be granted, unless complainant’s right to relief is clear.” 43 
C.J.S., sec. 17, Injunctions, p. 428. 

“The propriety of an injunction pendente lite depends upon the 
showing of a reasonable probability of plaintiff’s ultimate success, 
** *” Halsey, Stuart & Co. v. Public Service Comm. (1933), 212 
Wis. 184, 196, 248 N.W. 458; Welch v. Chippewa Sales Co. (1948), 
252 Wis. 166, 168, 31 N.W. 2d 170. 


The contention of the complaint is that plaintiff has established an 
exclusive right to the use of the term HANDI-HORSE as a trademark to identify 
an adjustable saw horse which he makes and sells. It is obvious that the 
term is intended to and does describe the use and virtues of the article to 
which it is applied. As such it is not eligible for protection as a trademark. 
Such words as are merely descriptive of the kind, nature, character or 
quality of the goods cannot be exclusively appropriated and protected 
as a trade mark. Listman Mill Co. v. William Listman Milling Co. (1894), 
88 Wis. 334, 340, 60 N.W. 261. 

“A trade mark performs a distinctive office. As such its use may 
be protected by the courts. But this does not authorize a monopoly 
upon fragments of the language, nor the exclusive appropriation of 
words in common use descriptive of common objects and qualities. 
It has often been decided that words which are merely descriptive of 
the kind, nature, style, character or quality of the goods or articles 
sold, cannot be exclusively appropriated and protected as a trademark.” 
Marshall v. Pinkham (1881), 52 Wis. 572, 577, 9 N.W. 615. 

The misspelling of the word handy does not improve plaintiff’s position 
nor change the rule. 

“Words which are not purely invented words, but are merely 
corruptions of words descriptive of some special merit, quality, or 
characteristic possessed by the articles to which they are applied and 
of which they are intended to be descriptive, cannot properly be the 
subject of exclusive use as a trade mark * * *.” 52 Am. Jur. 546, 
See. 61, Trade Marks, Trade Names, ete. 


A good illustration and one most pertinent to the present case is 
found in Barton v. Rez-Oil Co., 40 A.L.R. 424, 2 F.2d 402. That action 
sought to restrain infringement of plaintiff’s registered trade mark 
DYANSHINE, used to identify plaintiff’s shoe polish. The court held: 

“* * * it will be enough to say that the word DYANSHINE is merely 
descriptive of the characteristics of the product, (case cited); and 
therefore this word, a collection of several words misspelled, (case 
cited) is not a subject-matter of a valid trademark * * *.” (p. 430) 
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We conclude that the injunction cannot be sustained on the theory of 
plaintiff's complaint that HANDI-HORSE is a trade mark which he owns and 
has the exclusive right to use. 

Under some circumstances, however, use of a descriptive name, or one 
like it, by a competitor may be unfair competition and restrained as such. 
In the Dyanshine case, supra, the court said: (40 A.L.R. 429) 

“But a descriptive name, though not originally capable of exclusive 
appropriation, may, by use and association with a commodity, obtain a 
secondary signification denoting that goods bearing it come from one 
source, and thus a superior right to its use may be acquired by the 
person who first adopted it. Inasmuch as no absolute ownership in or 
exclusive right to use such name as a trade mark is vested in anyone, 
the rights obtained by the first user are not infringed by the mere 
use of such mark by a competitor, even though such use be in asso- 
ciation with competing goods. If this were the whole law of the subject 
the matter would be easy. But just here arises another body of law, 
that of unfair competition. The law governing trade marks is but a 
branch of the law regulating trade competition. The policy of this 
law is to foster, not to hamper, competition and it permits a monopoly 
in the use of a trademark only when it has become the absolute and 
exclusive property of the first user—good against the world. A merely 
descriptive name can never become such property, (case cited); and 
the utmost the first user of such a name after it has acquired a second- 
ary meaning can insist upon is that no one shall use it against him 
in an unfair way. Accordingly, the second user becomes an infringer 
only when he makes an unfair use of the mark. Not any competition, 
but only unfair competition on the part of such user is actionable. 
(Cases cited.) 

“A technical trademark being treated as property, infringement 
thereof carries with it the presumption of fraud ; but where no exclusive 
right to the use of a trade mark exists, fraud—unfair competition—in 
the use of the mark by another must be proved, (case cited); and 
when proved, the utmost that the courts can do for the relief of the 
first user is to enjoin not the use of the trade mark but the unfair 
method of its use * * *.” (Our emphasis.) 

The complaint in the present action does not plead facts which, if 
proved, would establish unfair competition,—fraud—on the part of the 
defendant and thus warrant any injunction, but even if it did, the injunc- 
tion actually granted could not be sustained. That reads: 

“It is further ordered, that the defendant, Safety Devices Corp., 
a Wisconsin corporation, its agents or employees be and they hereby 
are restrained and enjoined from using the name HANDI-HORSE on any 
product-manufactured by it or them or using said name in any other 
manner whatever.” 

This absolute prohibition goes far beyond restraining only unfair 
methods of the use of the term. 
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In conelusion, sec. 268.02 (1), Stats., provides: 


“When it appears from his pleading that a party is entitled to 
judgment and any part thereof consists in restraining some act, the 
commission or continuance of which during the litigation would injure 
him, or when during the litigation it shall appear that a party is doing 
or threatens or is about to do, or is procuring or suffering some act 
to be done in violation of the rights of another party and tending to 
render the judgment ineffectual, a temporary injunction may be 
granted to restrain such act.” 

It does not appear from his pleading that plaintiff is entitled to a 
judgment which would restrain the act of which he complains. We con- 
clude, therefore, that the trial court erred in enjoining it pendente lite. 

By THE Court. 

The part of the order overruling the demurrer is affirmed; the part 
enjoining the defendant is reversed. Cause remanded with directions to 
dissolve the injunction. Appellant shall have his costs in this court. 





TIME, INCORPORATED v. MOTOR PUBLICATIONS, INC. 
No. 7445 — D. C. Maryland — May 11,1955 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 


Test of trade mark infringement does not depend upon use of identical words 
nor on question whether words are so similar that person looking at one would 
be deceived into belief that it was the other; it is sufficient if one adopts trade 
name or mark that is so similar to another in appearance or sound that one is 
likely to become confused or misled. 


REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
Objects that underly law of trademarks and unfair competition are to protect 
those that are honest in their business, to punish dishonest dealer who takes or 
aims to take his competitor’s business away by unfair means, and to protect public 
from deception. 
REMEDIES—INFRINGEMENT—BAsIsS OF RELIEF—COLORABLE IMITATIONS 
One may not obtain exclusive property rights in color or in the word LIFs£, 


REMEDIES—INFRINGEMENT—EVIDENCE 
In order to obtain injunctive relief against possible injury through copying of 
elements of color, style, design, form, and general make-up of trade mark, it is 
not necessary to produce evidence of actual confusion between products but merely 
a reasonable likelihood of such confusion. 


REMEDIES—INFRINGEMENT—SOOPE OF RELIEF—INJUNCTION 
Defendant, publisher of CAR LIFE magazine, is enjoined from simulating the 
name and mark of plaintiff’s magazine Lire; giving undue prominence to word LIFE 
in relation to word car in title CAR Lire either by means of size, style of type, 
coloring or any other device; and using title cak Lire in block letters in white, 
black, or any color on rectangular block background or any shade of red on such 
a background of white. 


Action by Time, Incorporated v. Motor Publications, Inc., for trade- 
mark infringement and unfair competition. Judgment for plaintiff. 
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Semmes, Bowen & Semmes, William D. Macmillan, and William A. Fisher, 
Jr., all of Baltimore, Maryland, and Harold R. Medina, Jr., of New 
York, N. Y., for plaintiff. 

Buckmaster, White, Mindel & Clarke, Everett L. Buckmaster, and George 
L. Clarke, of Baltimore, Maryland, for defendant. 

CoLEMAN, Chief Judge. 

This is a suit for trade mark infringement and unfair competition 
brought by the plaintiff, Time, Incorporated, a New York corporation, pub- 
lisher of the magazine LIFE, against the defendant, Motor Publications, Inc., 
a Maryland corporation, publisher of the magazine CAR LIFE. 

The proceeding is before the Court on plaintiff’s motion for summary 
judgment. There is no material factual issue involved; it is conceded that 
plaintiff is entitled to injunctive relief in some form, the sole question 
being as to the breadth of that relief. 

The trade mark Lire has been registered in the United States Patent 
Office, and has been used continuously by plaintiff and its predecessors since 
1883. Since 1936 plaintiff has published a weekly pictorial magazine under 
the title LIFE printed in white block letters on a red rectangular background, 
which has been sold throughout the United States and in various other 
countries, and has a present average circulation of more than five million 
copies a week. Plaintiff claims that the essential elements of the Lire trade- 
mark are (1) the word Lire; (2) use of block letters; (3) use of a ree- 
tangular background, and (4) use of the color red and white, and that de- 
fendant has copied all four of these elements on the covers of its magazine, 
the only difference being that it has used the word car immediately pre- 
ceding the word tire. The defendant began the publication of its magazine 
CAR LIFE in 1954. In the early issues of this magazine which is published 
monthly and its size is considerably smaller than that of Lire, the name 
CAR LIFE was printed on the front and back covers in white block letters 
on a red rectangular background; in other words, the same in format and 
color as the title of LirE magazine, except for the addition of the word car 
preceding the word Lire. On later issues the name has appeared on a 
yellow or blue rectangular background; and the white block letters are out- 
lined in black. Defendant claims that these changes eliminate any right 
which plaintiff may have previously had for injunctive relief against de- 
fendant. 

In addition to having jurisdiction over the present proceeding by rea- 
son of diversity of citizenship between the parties and the amount involved, 
this Court also has jurisdiction by virtue of the provisions of the Lanham 
Act, 15 U.S.C.A. Sees. 1114, 1121 and 1127, relating to infringement of 
registered trade marks; and also under Section 1338 (b) of the Judicial 
Code, 28 U.S.C.A. Sec. 1338 (b) which gives to the District Courts original 
jurisdiction of any civil action based on a claim of unfair competition 
when joined with a substantial and related claim under copyright, patent 
or trade mark laws. 
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It is clear that no more than a casual glance at the defendant’s title 
as originally displayed on its magazine, that is, in white block letters on 
a red rectangular background, is necessary in order to create in one’s mind 
a feeling that there is some relationship between the plaintiff’s. and the 
defendant’s magazines insofar as their publication is concerned. It is well 
settled that the test of infringement of a trade mark does not depend upon 
the use of identical words, nor on the question whether the words are so 
similar that a person looking at one would be deceived into the belief that 
it was the other. It is sufficient if one adopts a trade name or trade mark 
that is so similar to another in appearance or sound that one is likely to 
become confused or misled. Certainly, the simulation by the defendant, 
in the early issues of car LIFE, of the trade mark of LIFE was so great as 
respects both format and color that we do not believe there was anything 
fortuitous in this similarity, but that it was the result of an intent to 
capitalize upon the publicity and prestige that had been obtained by LIFE 
magazine. 

The objects that underlie the law of trade marks and unfair competi- 
tion are to protect those who are honest in their business; to punish the 
dishonest dealer who takes, or aims to take his competitor’s business away 
by unfair means; and also to protect the public from deception. The law 
looks with suspicion upon the person who, in advertising his products for 
sale, dresses them up in a manner so similar to that employed by his busi- 
ness rival that the public may fail to distinguish between the two. “The 
law is not made for the protection of experts, but for the public—that vast 
multitude, which includes the ignorant, the unthinking and the credulous, 
who, in making purchases, do not stop to analyze, but are governed by ap- 
pearance and general impressions.” Florence Mfg. Co. v. J. C. Dowd & Co., 
178 F. 73, 75 (1 TMR 289). See also Parlett & Co. v. Guggenheimer & 
Co., 67 Md. 542; Mundon v. Taxi Cab Co., 151 Md. 449; Baltimore Bedding 
Corporation v. Moses, 182 Md. 229, 59 USPQ 405 (34 TMR 17); W. G. 
Riordan Laboratories v. B & B Exterminators, 71 F.2d 515, 22 USPQ 22; 
Independent Nail & Packing Co. v. Stronghold Screw Products, Inc., 215 
F.2d 434, 102 USPQ 146 (44 TMR 1180) ; Time, Inc. v. Ultem Publications, 
Inc., 96 F.2d 164, 37 USPQ 559 (28 TMR 421). 

The question here presented is not whether any one may obtain an ex- 
elusive property right in color or in the word Lire. The answer two that is 
“no”. The question is whether the plaintiff has so far established a second- 
ary meaning in the trade mark Lire through the color, style, design, form 
and general make-up of the trade mark as to entitle it to protection against 
resemblances which are likely to deceive or to mislead the public, and 
thereby to injure the plaintiff and to deprive it of just profits from its 
magazine. In order to.obtain injunctive relief against such possible injury, 
it is not necessary for the one alleged to be injured to produce evidence of 
actual confusion between the two products, but merely a reasonable likeli- 
hood of such confusion, or confusion as to whether the two products have 
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the same producer. The public knows the trade mark LIFE not only from the 
LIFE magazine but also from The March of Time News Reel, picture publi- 
cations such as LIFE’s Picture History of World War II, and radio and 
television presentations sponsored by LIFE. Since 1936 the plaintiff has ex- 
pended more than seventy-five million dollars on promotion of its trade 
mark. Lire leads the list of national weekly magazines both in net paid 
circulation and in advertising rates, and also ranks ahead of all other na- 
tional advertising media. In the automotive field, that is, the very field to 
which defendant’s publication is devoted, LIFE’s promotional activities have 
been very extensive. For example, in the year 1953 passenger car adver- 
tising in LIFE magazine totaled over eight million dollars. Thus, a very 
important factor in the present case is the extensive promotional use of the 
trade mark LiFe by those who advertise in LIFE magazine. In other words, 
the public who have seen products advertised in LIFE are “pre-sold’’, so to 
speak, with regard to those products, and therefore any device calling to 
the public’s attention, at the place where particular products are sold, the 
fact that they were advertised in LIFE is a substantial inducement to the 
public to purchase such products. 

The present plaintiff obtained injunctive relief against publishers of 
MOVIE LIFE under circumstances similar to those in the present case. See 
Time, Inc. v. Ultem Publications, Inc., supra. There, the publisher of Lire 
was granted an injunction restraining the publishers of Movie Lire from 
using the same color in the make-up of the latter’s cover, and requiring a 
change of color so as to clearly distinguish it from that of the cover of 
LIFE, notwithstanding the fact it was unlikely that anybody would buy 
MOVIE LIFE supposing it to be LirE,—(just as it is not likely that one would 
buy CAR LIFE supposing it to be Lire) ,—since similarity of make-up generally 
signifies the same source, and the publisher of Movie LIFE was likely to be 
taken as the publisher of Lire, and the publisher of Lire was entitled to 
insist that its reputation should be of its own making. The basic provisions 
in the injunction granted in that case contained a prohibition against simu- 
lating the present color and lay-out of the cover of the magazine LIFE in 
any of the defendant publications; making use of the name MOVIE LIFE in 
white letters against a red background; using a combination of the colors 
red, gray and white so as to simulate the color, design or lay-out of the cover 
of the magazine LIFE in any of the defendant publications, and having the 
name MOVIE LIFE appear in plain block letters of the same or approximately 
the same size as the name Lire. The appellate Court, in affirming substan- 
tially the decree of the lower Court, said (96 F.2d 164, 165, 37 USPQ 559, 
560): “We see no reason to disturb the disposition made below as to the 
name LIFE, or the use of block letters. Whatever may be the situation after 
a trial, the plaintiff has not yet shown why it should be allowed to monopo- 
lize the word as a title for a picture magazine, and the added fact that it 
is written in block letters is scarcely more than a make-weight, if indeed 
it is as much. However, it appears to us that the make-up, or ‘layout,’ of 
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the defendant’s cover as a whole is too close to the plaintiff’s, and that its 
color ought to be changed. There is no suggestion that such a combination 
had ever appeared before the plaintiff adopted it, nor does the defendant 
attempt to excuse imitating it so closely. It is of course true that nobody 
would buy MOVIE LIFE, supposing it to be LIFE, but that possibility is not the 
only grievance of which the plaintiff may complain. Similarity of make-up 
usually signifies the same source; the publisher of Movie LIFE is likely to 
be taken as the publisher of Lire; if so, the plaintiff may insist that its 
reputation shall be of its own making alone. * * * It is probably too soon 
to learn whether any actual confusion will result, certainly the plaintiff 
has not so proved that it has yet done so; but the similarity could scarcely 
have been accidental in origin, and the defendant refused to make any 
change when challenged at the very outset. Imitation may supply the place 
of proof; the plagiarist’s motive can only be some advantage to himself, 
which is most likely to be, in part at any rate, the likelihood that his wares 
will be taken as first-comer’s. It rests with him to disprove this natural in- 
ference; until he does we may accept his own estimate of the probabilities. 
While, therefore, the defendant may be able to prove upon the trial that 
no confusion can arise, until it does, if it wishes to use the title, MovIE LIFE, 
it must change the color of the cover so as clearly to distinguish from that 
of the plaintiff.” 

It is clear from the affidavits and exhibits that have been introduced 
at the hearing, both in support of and in opposition to the plaintiff’s motion 
for a summary judgment, that the plaintiff is entitled to a decree restrain- 
ing the defendant from directly or indirectly in any way (a) simulating 
the name and mark LIFE; (b) giving undue prominence to the word LIFE in 
relation to the word car in the title car LIFE, either by means of size, style 
of type, coloring or any other device; and (c) using the title car LIFE in 
block letters in white, black or any color on a rectangular block background 
of any shade of red or on such a background of white. 

The plaintiff’s counsel have urged that the decree should go further 
and prohibit defendant from using its title CAR LIFE under any circum- 
stances in white letters on a solid red or any shade of red cover page, or 
red or any shade of red letters on a solid white cover page, even though 
there be no semblance of a rectangular space in which the words CAR LIFE 
appear, and even though the lettering used is not block lettering, or has 
any similarity to block lettering. Counsel for plaintiff have also asked for 
certain other extensions of the prohibitions above set forth. However, we 
conclude that with the aforegoing, the plaintiff is amply protected in accord- 
ance with its legal rights. A decree will therefore be signed accordingly. 
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NATIONAL LEAD COMPANY v. WOLFE et al., doing business as 
' DUTCH PAINT CO. et al. 


No. 13737—C. A. 9—May 17, 1955 


TRADE-MARK ACT OF 1946—REGISTRABILITY—DESCRIPTIVE TERMS 
TRADE-MARK ACT OF 1946—REGISTRABILITY—GEOGRAPHIC TERMS 
When used on paint neither DUTCH nor DUTCH BOY is used otherwise than in 
fictitious, arbitrary and fanciful manner; both marks are capable of use in geo- 
graphic or descriptive sense but not under circumstances. 
TRADE-MARK AcT OF 1946—REGISTRABILITY—CONFUSINGLY SIMILAR MARKS 
DUTCH, DUTCH PAINT COMPANY, and DUTCH PAINT, are confusingly similar to 
DUTCH BOY, marks all being used in connection with paint. 


REMEDIES—UNFAIR COMPETITiION—EVIDENCE ; 
Proof of deliberately false and misleading use of advertising has important 
bearing upon inferences to be drawn with respect to instances of confusion. 


REMEDIES—UNFAIR COMPETITION—LACHES 
Attempted proof of laches of slightly over a year is too trivial to require 
serious consideration, and in light of intentional and fraudulent use of trademark 
defense is a frivolous one. 
REMEDIES—UNFAIR COMPETITION—DEFENSES 
It may be that third persons may have been guilty of infringement of in- 
volved mark, but such would not be defense or justification for infringers; it is no 
excuse for them to say that others have been guilty of same wrong; uses of offend- 
ing word in local areas of the East are no justification for infringer’s acts on 
Pacific Coast. 
CouRTS—FINDINGS 
Court of Appeals is in as good a position as trial court to appraise evidence, 
in trademark and unfair competition case with written record. 
TRADE-MARK AcT OF 1946—TITLE—ABANDONMENT 
No evidence appears in regard to contention that there was abandonment of 
trademark, for there was no evidence of any intent whatever to abandon. 
REMEDIES—INFRINGEMENT—BASIS OF RELIEF—IN GENERAL 
REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
Trademark infringement is but one aspect of the larger field of unfair com- 
petition. 
REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—IN GENERAL 
In order to make out case of unfair competition, it is only required that 
natural and necessary consequences of infringer’s conduct was such as to cause 
deception. 
REMEDIES—INFRINGEMENT—SCOPE OF RELIEF—ACCOUNTING 
In view of showing of false and misleading advertising and deliberate design 
to eause confusion and mistake and to deceive purchasers, conclusion must be 
that whether cause is viewed as one of unfair competition or trademark infringe- 
ment, appellant is entitled not merely to injunction but to an accounting of profits 
and damages as well. 


Action by Bernard M. Wolfe and Frederick J. Dannenfelser, doing 
business as Dutch Paint Co. and Manning-Mitchell Paint Co. v. National 
Lead Company for declaratory judgment as trademark infringement and 
unfair competition. Defendant counterclaimed for trademark infringe- 
ment and unfair competition. Defendant appeals from decision of District 
Court for Northern District of California for plaintiff. Reversed. 
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Case below reported at 43 TMR 593. 

Robert E. Burns and Crimmins, Kent, Draper & Bradley, of San Francisco, 
California and James D. Ewing, Milton Handler, and John B. Henrich, 
of New York, N. Y., for appellant. 

James M. Naylor, Frank A. Neal, and Naylor & Lassagne, of San Francisco, 
California, for appellees. 

Before Denman, Chief Judge, Pope Circuit Judge, and Byrne, District 
Judge. 

Pope, Circuit Judge. 

The plaintiffs-appellees, citizens of the State of California, brought 
a suit for declaratory relief against the defendant-appellant, a New Jersey 
corporation, praying for an adjudication that the plaintiffs’ use of the 
words DUTCH, DUTCH PAINT COMPANY and DUTCH PAINT in connection with 
the paint and paint products manufactured and processed by them does 
not infringe the rights of appellant in its trade mark DUTCH Boy. 

Appellant, by counterclaim, alleged its prior adoption and use of the 
trade mark puTCH Boy, the registration of this mark, for paint products, 
in the United States Patent Office in 1937; that it has built up a large 
and profitable business in its products identified with that trade mark and 
has spent large sums in advertising it; that since 1949 the appellees, with 
knowledge of appellant’s trade mark, have used the words DUTCH PAINT 
COMPANY, DUTCH and DUTCH PAINT in connection with their manufacture 
and advertising of paint products in a manner calculated and liable to 
confuse and deceive the public in believing that appellees’ products are 
manufactured by or originate with the appellant; that this was unfair 
competition as well as infringement of appellant’s trade mark and its 
registration. 

Upon this counterclaim the appellant sought an injunction against 
further use by the appellees of the words objected to; an accounting of 
profits from the alleged infringement of the trade mark, and an award 
of damages. 

The case was tried and all testimony taken before Honorable Herbert 
W. Erskine, District Judge, who died before he could make or file any 
findings in the case. By agreement of the parties the cause was submitted to 
the Honorable Edward P. Murphy upon the record of the testimony and 
other evidence previously presented to Judge Erskine. The court made 
findings of fact and entered a judgment in favor of the appellees as 
plaintiffs and dismissed the appellant’s counterclaim. Upon this appeal 
the specifications of error in the main assert the right of appellant to have 
judgment upon this counterclaim. 

The record shows that the appellant is a large and well known manu- 
facturer of paint and paint products which it has sold to the trade and the 
consuming public throughout the country for more than 40 years. In 1907 
it adopted a picture of a Dutch boy as its trade mark for white lead. Sub- 
sequently it commenced using the words DUTCH Boy in its advertising and 
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these words were applied successively to linseed oil, red lead paint, white 
lead paint, flatting oil, wall primer and other paint products. The word 
trade mark pUTCH Boy was registered in the Patent Office in 1937 for a 
number of paints and paint products including inside and outside paints, 
primers, undercoats, lacquers and varnishes. All these uses antedated by 
a considerable number of years the appellees’ entry into the paint business. 
In connection with its sales of puTCH Boy paints appellant made very large 
expenditures devoted to advertising its DuTcH Boy trade mark. Its products 
were shown to be regularly sold through independent dealers as well as 
through its 39 retail stores. There were some 1200 of these dealers in the 
eleven Pacific Coast states. Appellant’s sales of paint products bearing 
this trade mark have aggregated over six hundred million dollars and it 
has expended in excess of nineteen million dollars in national advertising.’ 


1. The findings reflect the difficulty of the trial judge in dealing with a record 
of evidence none of which he had heard from the lips of witnesses. Thus he appears to 
have overlooked the extensive testimony, uncontradicted as to the many years of sell- 
ing and advertising Dutch Boy paints, long prior to the appellees’ commencement of 
the business, and limited himself on this subject to a finding as follows, 97 USPQ 29, 
32: “The earliest national advertisement of the DUTCH BOY blue and white label 
products was in 1947, and the earliest reference to DUTCH BOY paints as distinguished 
from white lead, in defendant’s national advertising, occurred in 1950”. The impression 
given is that appellant did not begin to advertise its paints, and particularly its mixed 
ready to use paints, at least on the national scale, until 1947 or even 1950. 

The record is quote otherwise. As appears from the deposition of appellant’s advertis- 
ing manager, since 1913 appellant had been promoting the sale, on a national scale, of 
ready mixed paint bearing conspicuous labels with its trade mark. In the early 1930’s 
ready mixed paints called “Colors in Oil” were sold throughout the country under the con- 
spicuous DUTCH BOY label. Its 1937 trade mark registration was for numerous paints and 
paint products including “ready mixed paints for exterior use” and “ready mixed paints 
for interior use.” Beginning in 1918 what were known as “flatting paints” were sold under 
the DUTCH BOY trade mark; and in the years between 1930 and 1940 similar Dutch Boy 
labels were applied to white lead paint, lead mixing oil, gloss enamels, varnish, quick dry- 
ing enamel, enamel undercoat, semi-gloss, flat wall paint, wall primer, one coat flat wall 
base and liquid dryer. The record includes numerous photographs of samples of appel- 
lant’s paint containers bearing the DUTCH BOy label as distributed nation-wide in the years 
prior to 1940. Some of these were on products such as linseed oil and flatting oil, ap- 
parently for use of professional painters in mixing paint, but many of them are of mixed 
ready for use paints designed for sale to the consumers such as DUTCH BOY OUTSIDE WHITE, 
DUTCH BOY SATIN EGG-SHELL, DUTCH BOY INTERIOR WHITE. 

Since 1938 appellant produced a full line of more than 30 types of ready mixed 
paints, each in a variety of colors, and all particularly designed for consumers’ use. All 
were displayed bearing this label among the stocks of independent dealers nation-wide 
as well as in the company’s own retail stores. These products were pushed with par- 
ticular vigor in the area west of the Rocky Mountains. About 1930 appellant took over 
a concern manufacturing a full line of paints known as Bass-Heuter of San Francisco, 
and thereafter put out the full line of paint products of that concern using the Dutch 
Boy label thereon with a smaller insert marked “formerly Bass-Heuter”. 

During the period following 1914 appellant advertised its trade mark products by 
distributing for use of painters millions of “wet-paint” signs bearing the Dutch Boy 
trade mark. From 1928 on it advertised its Dutch Boy products in approximately 200 
newspapers throughout the country of which 40 or 50 were on the Pacific Coast. Dis- 
played in the record are exhibits of circulars advertising Dutch Boy painter’s products 
which were distributed to dealers throughout the country in quantities aggregating hun- 
dreds of thousands. During this period the Dutch Boy trade mark was advertised in 
a magazines such as the Saturday Evening Post and Colliers, and in the farm 
journals, 

The independent dealers in Dutch Boy paint were furnished fluorescent and Neon 
signs. At least 30,000 of such signs have been distributed since 1915, about 15% of 
which were installed at the stores selling the products on the Pacific Coast. Mammoth 
Neon signs bearing the trade mark were located for outdoor advertising at places of 
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The appellees on the other hand entered the paint business in 1946 
after their discharge from the Navy where they had had some training in 
connection with the naval paint program. After initiating the paint busi- 
ness and incorporating their enterprise under the name of Manning-Mitchell, 
Inc., they had some difficulty in procuring raw materials for their marine 
paints. Then in the same year they acquired for some $9,000 a partnership 
concern known as DUTCH PAINT co. at San Francisco which operated a small 
paint factory and which had on hand some labels marked puTCH PAINT.’ 
Thereafter the appellees formed a new corporation called DUTCH PAINT 
COMPANY and continued to increase the manufacture and sale of household 
and other paints using labels and other marks with the names puTCH and 
DUTCH PAINT. It is of this use that appellant complains in its counterclaim. 

The record shows beyond possible controversy that the appellants had 
a trade mark valid both at common law and under the applicable federal 
acts.* Neither the word puTcH, nor the words puTcH Boy are used other- 
wise than in a fictitious, arbitrary and fanciful manner. Of course the 
word DUTCH is capable of being used as a geographical term. If used to 
indicate a product made in Holland or by some Dutch process, it could be 
a descriptive term. However, the record shows without doubt that appel- 
lant’s trade mark does not contain words having either a geographical or 
descriptive sense. In this respect the case is governed by Hamilton Shoe 
Company v. Wolf Brothers, 240 U.S. 251, where the court said: “We do 
not regard the words ‘The American Girl’, adopted and employed by com- 
plainant in connection with shoes of its manufacture, as being a geograph- 
ical or descriptive term. It does not signify that the shoes are manufac- 
tured in America, or intended to be sold or used in America, nor does it 
indicate the quality or characteristics of the shoes. Indeed, it does not, 
in its primary signification, indicate shoes at all. It is a fanciful desig- 
nation, arbitrarily selected by complainant’s predecessors to designate 
shoes of their manufacture. We are convinced that it was subject to ap- 
propriation for that purpose, and it abundantly appears to have been 
appropriated and used by complainant and those under whom it claims 
* * * ‘The American Girl’ would be as descriptive of almost any article 
of manufacture as of shoes; that is to say, not descriptive at all.” 


maximum automobile traffic in New York, Los Angeles, Buffalo, Philadelphia, St. Louis, 
Chicago, Pittsburgh, Cleveland and Cincinnati. 

The case was tried in 1950 and the appellant’s advertising manager in testifying 
produced color advertisements currently appearing that year in national magazines 
bearing the phrase DUTCH BOY PAINTS. The unfortunate reference in the quoted finding 
to the year 1950 is based upon the testimony of appellant’s advertising manager that 
“that particular phrase” first appeared in those 1950 advertisements. The result of this 
wholly unwarranted finding is that it gives an erroneous impression that appellant had 
only “come lately” with its trade mark into the mixed paint field. 

2. The district court’s findings erroneously recite that this Dutch Paint Co. had 
been producing DUTCH PAINT since 1941. There is no evidence upon the subject other 
than that DUTCH PAINT CO. was listed in the telephone book from 1941 on. When it began 
producing, or when it made its DUTCH PAINT labels, does not appear. 

3. Although the record discloses no attack on the registration of appellant’s trade 
mark, the trial court failed to make any finding thereon, or even to note the fact of 


registration in the findings. 
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Here there is no likelihood that the use of the name DUTCH or DUTCH 
BOY in connection with the appellant’s goods would be understood by pur- 
chasers as representing that the goods or their constituent materials were 
produced or processed in Holland or that they are of the same distinctive 
kind or quality as those produced, processed or used in that place.* 

The record and briefs do not disclose any assertion on the part of the 
appellees that appellant’s trade mark was wholly without validity. Ap- 
pellees, however, contend that the mark is not a “strong” but a “weak” 
mark, citing as their authority for this position this court’s decisions in 
Sunbeam Furniture Corporation v. Sunbeam Corporation, 191 F.2d 141, 
90 USPQ 43 (41 TMR 818) and Sunbeam Lighting Co. v. Sunbeam Corpo- 
ration, 183 F.2d 969, 86 USPQ 240 (40 TMR 669). We find no resemblance 
between this case and our Sunbeam eases for in those cases it was pointed 
out that the name Sunbeam was “a meaningful word, a joyful word, a word 
of comfort, and of health.” It was therefore held that its use was not suf- 
ficiently fanciful to warrant the granting of an injunction not merely 
against the use of the term SUNBEAM on the defendants’ lamps but against 
the use of the firm name SUNBEAM FURNITURE CORPORATION.” 


The fact that puTcH as a dictionary term has a geographical signifi- 
cance and that it would be possible for a manufacturer to use that word 
in connection with his business in its primary geographical sense is beside 
the point here. Thus one who manufactures paint in Holland cannot be 
restrained from selling his product as DUTCH paint any more than a watch 
manufacturer in Switzerland can be prevented from selling his swiss 
watches. No use of the word puTCH in a geographical sense is involved 
here for neither appellant nor appellees are marketing products or goods 
“likely to be understood by purchasers as representing that the goods or 
their constituent materials were produced or processed in the place des- 
ignated by the name or that they are of some distinctive kind or quality 
as the goods produced, processed or used in that place’’.® 


The distinction is well made by the Supreme Court in Hamilton Shoe 
Company v. Wolf Brothers, supra, where it contrasted with the valid use 
of THE AMERICAN GIRL the suppositious use of a mark AMERICAN SHOES. 
As the appellees are not making their paints in Holland or using Dutch 
processes or giving them any distinctive Dutch quality, the fact that others 


4. See comment on Subdivision (a) of § 720 Restatement of Law of Torts, as fol- 
lows: “Arbitrary or fanciful use. The reasons for the rule that geographical names can- 
not be trade marks do not weigh heavily when the geographical name has obviously only 
an arbitrary or fanciful significance in connection with the goods upon which it us used. 
Thus Gibraltar may be a trade mark for automobiles since there is no likelihood that 
such use of the name would lead purchasers to suppose that there is any particular 
relation between the automobiles and the geographical locations known by that name, 
or any likelihood that it would seriously interfere with the freedom of merchants at 
Gibraltar to use that name. Again, Ethiopian may be a proper trade mark for ladies’ 
stockings; for, while suggestive of a certain color and sheen, it is only fancifully so and 
there is no likelihood that other merchants may have occasion properly to use the name 
Ethiopia on stockings since there is no factor of importance associating stockings with 
Ethiopia. Such is also the case of Pacific for bread or Arctic for refrigerators.” 

5. The words quoted are taken from Restatement of Torts, § 720(a). 
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might have done so is of no significance in this case. There is no question 
also that puTcH has certain descriptive meanings. Thus DUTCH KALSO- 
MINE BRUSHES, the record shows, are paint brushes of a special construc- 
tion; DUTCH WHITE and DUTCH BLUE are terms describing certain colors 
under which some paints are sold although not those of the appellees; 
DUTCH PROCESS, Or OLD DUTCH PROCESS is a means of making white lead 
used in Holland and some manufacturers of white lead use that process 
and make reference to it on their labels; DUTCH ENAMEL is a term descrip- 
tive of a kind of enamel first developed in Holland. Neither appellant nor 
appellees are engaged in the utilization of any such processes and the 
words DUTCH, DUTCH PAINT, Or DUTCH PAINT COMPANY used by appellees 
are not claimed to have any relation to any product now or ever made in 
Holland or any process, color, or other description related to Holland or 
the Dutch. 

We conclude therefore that the appellant’s trade mark was one entitled 
to full protection both under the rules of the common law and under the 
federal acts.® 

Under the rules and decisions generally applicable, the appellees’ use 
of the terms here complained of would constitute an actionable infringe- 
ment of the appellant’s trade mark. We note here, in connection with 
appellees’ competing business, the use of a designation which is “confus- 
ingly similar to the [appellant’s] trade name.”* Under §32 of the Lanham 
Act, (15 U.S.C.A. §1 114) to the protection of which appellant is entitled, 
the infringement is the use, without the registrant’s consent, of “any 
registered mark in connection with the sale, offering for sale, or advertising 
of any goods or services on or in connection with which such use is likely 
to cause confusion or mistake or to deceive purchasers as to the source of 
origin of such goods or services * * *.” 


That we have a case here of confusing similarity is very apparent 
and the facts of the case are not to be distinguished from those in a mul- 
titude of decisions finding infringement. Among those cases are Arm- 
strong Co. v. Nu-Enamel Corporation, 305 U.S. 315, 39 USPQ 402 (29 
TMR 3); Brooks Clothing of California v. Brooks Bros., 9 Cir., 158 F.2d 
798, 72 USPQ 66 (35 TMR 99), adopting opinion 60 F.Supp. 442, 65 USPQ 
301; Lane Bryant Inc. v. Maternity Lane, 9 Cir., 173 F.2d 559, 81 USPQ 1 
(39 TMR 299). Here there is confusing similarity between the appellant’s 
trade mark and the words used by the appellees in respect to appearance, 
sound and meaning. The great mass of cases cited by Callmann in §82.1 


6. It was alleged in the counterclaim and admitted in the response that a valid 
registration of the mark DUTCH BOY, obtained under the Act of February 20, 1905, is 
entitled to the benefits and remedies provided under the Lanham Trade Mark Act of 
July 5, 1946, 60 Stat. 427, by virtue of $46(b) of that Act. The section mentioned 
provides that “registrations now existing under * * * the Act of February 20, 1905 shall 
continue in full force and effect for the unexpired terms thereof * * *. Such registra- 
tions and the renewals thereof shall be subject to and shall be entitled to the benefits 
of this Act [with certain exceptions not here applicable].” 


7. The quoted words are from Restatement of Torts, § 717(1) (a). 
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of his work on Unfair Competition and Trade Marks, 2d Ed., in which 
confusing similarity in sound, appearance or meaning, or in some of these 
respects, was found to exist, make it clear that in using the words puTcH, 
DUTCH PAINT, Or DUTCH PAINT COMPANY in connection with their products, 
appellees are guilty of infringement of the appellant’s trade mark. The 
evidence here satisfies the standards of proof set forth in Mershon v. 
Pachmayr, 9 Cir., 220 F.2d 879, 105 USPQ 4, 8 (45 TMR 560): “There 
is ample evidence in the case to require the finding that there was material 
confusion just as the court said there would be, and that there was strong 
likelihood that there would be confusion, although actual confusion is not 
essential in the proof of infringing a trade mark.”*® 

However, the appellant produced a mass of evidence which was un- 
contradicted showing some 290 instances in which paint dealers, painters, 
industrial users of paints and retail customers were actually deceived or 
misled by the appellees’ use of DUTCH, DUTCH PAINT, DUTCH PAINT COM- 
PANY, and by their advertisements, into believing that appellees’ paints 
were actually the appellant’s Dutch Boy paints. This evidence of actual 
confusion showed that it occurred in some 20 communities in California, 
and in communities in Washington, Oregon, Idaho, Utah, Wyoming, and 
Nevada, and even in Hawaii. Some of these witnesses were experienced 
painters or construction superintendents; others were individual consum- 
ers purchasing for their own use. Testimony was given by some of appel- 
lant’s dealers and employees who related many instances of confusion on 
the part of the consumers visiting the stores. In addition there was sub- 
stantial testimony that dealers in paints who were accustomed to pur- 
chase paint at wholesale, were confused into believing that the appellees’ 
DUTCH PAINT was appellant’s DUTCH BOY PAINT. 

Notwithstanding this extensive proof not only of likelihood of con- 
fusion but of actual confusion as well, and notwithstanding the evidence 
was uncontradicted, the trial court found that there were no purchasers 
who were confused® as between defendant’s and plaintiffs’ products and 
concluded that there was a lack of similarity because the names differed 
in sound, significance and appearance. We are unable to perceive how 
the court could have made such a finding in the light of this record. The 
court’s findings upon this point are clearly erroneous. 

The record also shows that not only did the appellees beginning in 
1946 adopt these confusingly similar names but shortly thereafter the 
method of advertising their paint showed that their continued use of 
these names and the passing off of their products thereunder was inten- 
tionally false and misleading and done with a purpose on their part of 
deceiving prospective purchasers. Thus appellees advertised “New Lower 


8. See the discussion in Callmann, Unfair Competition and Trade Marks, 2d Ed., 
$§ 82.3 and 80.6. 

Apparently appellees have abandoned any effort to sustain this finding of no 
confusion, for speaking of the testimony of appellant’s witnesses on this point, appel- 
lees’ brief says that “it is apparent that the presence of the common word DUTCH 
was the sole cause of their several mistakes.” 
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Than Pre-War Prices on Dutch Paint’. The facts were, as appellees knew 
them, that their Dutch paints were not in business before the war and 
they had no pre-war prices. They also knew that the appellant’s Dutch 
Boy paint had been sold long prior to the war. They also advertised “How 
Can $2.95 Buy $6 Paints?”, offering their Dutch paint “at approximately 
50% of the normal price”. Appellees never sold $6 paints; $2.95 was their 
normal price, although it was approximately 50% of the normal Dutch 
Boy price. They advertised “Quality Famous Dutch Paint” which they 
represented as selling for half price at $2.95. 

The proof of this deliberately false and misleading use of advertising 
in connection with the appellees’ own infringement, has an important 
bearing upon the inferences to be drawn with respect to the existence of 
confusion. The rule respecting the consequences of this intent to deceive 
was stated in My-T-Fine Corporation v. Samuels, 2 Cir., 69 F.2d 76, 77, 
21 USPQ 94, 95 (24 TMR 141), as follows: “But when it [intent to 
deceive] appears, we think that it has an important procedural result; a 
late comer who deliberately copies the dress of his competitors already in 
the field, must at least prove that his effort has been futile. Prima facie 
the court will treat his opinion so disclosed as expert and will not assume 
that it was erroneous * * *. He may indeed succeed in showing that it 
was; that, however bad his purpose, it will fail in execution; if he does, 
he will win * * *. But such an intent raises a presumption that cus- 
tomers will be deceived.”?° 

Appellees attempt to meet the appellant’s showing of infringement 
by setting up defenses of laches, acquiescence and estoppel. The record 
does not sustain any of them. 

The record is that early in 1947, a then partner and associate of the 
appellees assured the appellant’s manager that they intended to discon- 
tinue their use of the name puTCcH as soon as they had exhausted their 
supply of labels. In March, 1948, there was a discussion between appel- 
lant’s advertising manager and the appellees in which the former dis- 
cussed with appellees the question of the appellees abandoning the use 
of the word putcH. The advertising manager testified that appellees indi- 
eated their intention to drop this brand as soon as there was an ample 
supply of raw materials for other kinds of paints. The appellees’ version 
of the conversation is that the manager asked them if they had thought of 
abandoning the use of the word puTcH and they replied that they could 
not do so as they were obliged to manufacture Dutch paints because of pig- 
ment shortage. 


10. To the same effect see comment “f” to § 729(b) Restatement of Torts: “But 
if he adopts his designation with the intent of deriving benefit from the reputation of 
the trade mark or trade name, his intent may be sufficient to justify the inference that 
there is confusing similarity.” See also Safeway Stores v. Dunnell, 9 Cir., 172 F.2d 649, 
656, 80 USPQ 115, 120 (39 TMR 116): “Dunnell, with his eyes open thus chose to 
seek the benefit of Stores’ vast expenditure for advertising on the chance that it might 
prove _ Cf. Stork Restaurant v. Sahati, 166 F.2d 348, 76 USPQ 374 (38 
TMR 431). 
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Whichever be the correct version, plainly appellant was endeavoring 
to canvas the possibility of removing the infringement in 1948. The suit 
was begun in October, 1949. The attempted proof of laches is too trivial 
to require serious consideration. In the light of the intentional and fraudu- 
lent use of appellant’s trade mark, the defense here is a frivolous one. 
Menendez v. Holt, 128 U.S. 514, 523. 

The claim of acquiescence is equally groundless. Thus, it is argued 
that on the occasion previously mentioned when the advertising manager 
of appellant met with the appellees, the manager confined his objections 
to certain radio advertising on a Sacramento radio station; but that the 
failure of the advertising manager to make additional objections particu- 
larly to the newspaper advertisements which appellees were running, and 
his failure to make a stronger showing of force against the use of the 
words DUTCH PAINT in connection with appellees’ product, amounted to an 
acquiescence." 

The record also shows that some of the appellant’s employees and sales- 
men during the years 1946-1947-1948 occasionally visited the appellees’ 
offices and knew that the word puTcH was displayed on signs and paint 
cans. There was also produced at the trial a letter written by one Kaege- 
behn, the manager of appellant’s patent department, to the appellant’s 
advertising manager. This contained a statement that “Dutch is a geo- 
graphical name, and as such, it is not registrable as a trade mark, but if 
used exclusively, it may acquire secondary trade mark significance. How- 
ever our mark is Dutch Boy and we can only enforce that mark against 
others under the trade mark laws.” The writer of the letter was not a 
lawyer; the letter was an intra-company communication, never addressed 
to anyone outside the appellant company, and there was no reliance upon 
it by appellees. Cf. Aunt Jemima Mills Company v. Rigney & Co., 2 Cir., 
247 F. 407.” 

Appellees began their use of the words here objected to in 1946. In 
1947 they gave assurance they would shortly discontinue this use. In 
March, 1948, appellant was negotiating with appellees in an effort to pro- 


11, This was the occasion previously mentioned on which, according to the testi- 
mony of both appellees, appellant’s representative asked them “Have you ever given 
any thought to abandoning the use of the word putcH?” It was appellant’s version of 
this conversation that appellees indicated an intention ultimately to drop the Dutch 
Paint brand and to go into a line of marine paints. Disregarding appellant’s version, 
it is plain that the parties then discussed the matter of appellees’ giving up the use of 
the Dutch Paint name. 

12. Appellees learned of this letter only after the action was begun, and through 
discovery processes. It was not even admissible in evidence. Overlooking this, and the 
rule of the Aunt Jemima Mills case, the trial court appears to have attached consider- 
able significance to it for its finding 33 reads: “Mr. C. F. Kaegebehn, Manager of 
defendant’s Patent Department admitted that National Lead Company did not have 
‘proprietary legal exclusive right to the word DUTCH in connection with paint and 
paint products,’ the while suggesting that a ‘show of force’ by defendant be used in 
lieu of such right.” Actually in the same letter, Kaegebehn was urging the company 
representative to which it was addressed to advise all persons using the phrase Dutch 
Paint that the company was prepared to enforce its legal rights “to the utmost”. The 
— one have no significance in support of a claim either of acquiescence or of 
estoppel. 
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cure a promise to discontinue. Formal notice of infringment was given in 
July, 1949, and the suit begun in October of the same year. Laches, ac- 
quiescence, or estoppel are wholly wanting here. 

The appellees attempted to show that a large number of other persons 
had used the name DUTCH or some combination thereof in connection with 
sales of paint, and it is contended that the showing made in this respect 
justifies the trial court’s findings and judgment against the appellant’s 
claim of a valid trade mark and infringement thereof. The suggestion is 
that these third party uses of the term puUTcH in the paint industry have 
been so numerous and so general that the mark must be held to be a weak 
mark within the meaning of the Sunbeam cases, supra, and further, that 
the term puTCH has become publici juris as in the cases of “aspirin” and 
“cellophane”’.** 

Appellees have attached to their brief in this court a tabulation which 
was an exhibit in the court below showing uses which third parties, manu- 
facturers or dealers in paint have made of names which include the word 
putcH. Substantially the same information was portrayed in a photo- 
graph which was also an exhibit and which showed in color paint cans to 
which were attached labels with trade marks using the word putcuH. A study 
of the 39 listed uses of the word puTCH reveals that some of them are duplica- 
tions, some relate to uses discontinued many years ago, some were used 
but to a limited extent and in single communities or limited localities far 
from the Pacific Coast to which appellees’ operations were confined, and 
for the most part in the eastern portion of the United States,’* and some 
with respect to which there was no proof of any sale whatever; some re- 
late to non-paint products such as floor wax. The remaining proven third 
party uses of the word puTcH in connection with paint sale or manufac- 
ture’ are too inconsequential to establish a claim of publici juris or the 
claim that appellant’s mark has become a weak mark or to justify on 
any other theory the acts of these appellees. It may be that some of these 
third persons may also have been guilty of wrongful infringement, but 
such would not be a defense or justification for the appellees. It is no 


13. Bayer Co., Inc. v. United Drug Co., 272 F. 505 (11 TMR 178); Du Pont Cello- 
phane Co. v. Waxed Products, 85 F.2d 75, 30 USPQ 332 (26 TMR 513). 

14. As an example of this sort of thing, DUTCH MILL, No. 19 on the tabulation 
mentioned, was a label used on one paint item in an Albany, N. Y., store. Appellant 
had never heard of it until after this suit started. 

15. In the Pacific Coast area Uhl Bros., Inc., of Los Angeles and San Francisco 
sold paint under 23 different labels, one of which was OLD DUTCH; Tibbetts Corpora- 
tion of Los Angeles manufactured and sold paint under 8 different names or labels, 
one of which was ROYAL DUTCH; Security Paint Manufacturing Company of Los Angeles 
made paint under four names or brands, one of which was ROYAL DUTCH; and about a 
year before the trial appellees found a can of paint in a Standard Brands Paint Store 
in Los Angeles bearing a label marked DUTCH MILL PAINT. These four cases made up 
the whole of the showing-of such third party uses in this area. The Uhl Bros. oLD putcH 
label had been made for ten years prior to 1950, but the Tibbetts RoYAL DUTCH repre- 
sented a relatively small volume of that concern’s sales; the brand had never been 
advertised, and one dealer carrying Tibbetts’ paints had never heard of it. The date 
given for first use of Security Paint’s ROYAL DUTCH was 1944 or 1945. No date or source 
of manufacture was given for the label found in the Los Angeles store apparently after 
the suit was begun. 
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excuse for them to say that others have been guilty of the same wrong. 
Del Monte Special Food Co. v. California Packing Corp., 9 Cir., 34 F.2d 
774, 3 USPQ 15 (19 TMR 443) ; Potter-Wrightington Inc. v. Ward Baking 
Co., 1 Cir., 298 F. 398 (13 TMR 305), affirming 288 F. 597. Uses of the 
offending word in local areas in the East are no justification for acts of 
appellees on the Pacific Coast.** 

The findings of the trial court fail to note that these third party uses 
fall into these various categories. The court failed to note that, as earlier 
here indicated, no one questions the possibility of using the word puTcH 
in a geographical or descriptive sense. Some of the third party uses listed 
in the findings, without noting this distinction were instances where such 
proper and unobjectionable uses were made, as in the case of DUTCH KAL- 
SOMINE, DUTCH WHITE, OLD DUTCH process. Again there was no breakdown 
of those uses which were local and far distant from the area of appellees’ 
user. And since the trial court’s findings were based upon the same cold 
record which is before us, we are “in as good a position as the trial court 
was to appraise the evidence.”?” We find no evidence to warrant a holding 
that appellant’s trade mark had become publici juris, or that the word 
DUTCH, when used as appellees have done, was publici juris. The third party 
uses as are shown are not such as would permit an inference of acquiescence. 
We find here no evidence that an originally distinctive mark changed or 
developed into a generic term. 

There is also a contention that there was an abandonment of the trade 
mark by the appellant. No evidence thereof appears in this regard for 
there was no evidence of any intent whatever to abandon. Sazlehner v. 
Eisner & Mendelson Co., 179 U.S. 19, 31. 

What we have said heretofore has in terms referred to the trade mark 
infringement. That, however, is but one aspect of the larger field of un- 
fair competition. It requires no extended discussion in view of what we 
have said to demonstrate that the acts here complained of are not only 
an infringement of trade mark but they constitute acts of unfair compe- 
tition. The law is stated in Weinstock, Lubin & Co. v. Marks, 109 Cal. 
529, 541, 42 Pac. 142: “* * * Upon what principal of law can a court of 
equity say, ‘If you cheat and defraud your competitor in business by 
taking his name, the court will give relief against you, but, if you cheat 
and defraud him by assuming a disguise of a different character, your 
acts are beyond the law?’ Equity will not concern itself about the means 
by which fraud is done. It is the result arising from the means,—it is the 
fraud itself,—with which it deals. The foregoing principles of law do not 
apply alone to the protection of parties having trade marks and trade 
names. They reach away beyond that, and apply to all cases where fraud 


16. Thus even if appellant were unable, under the rule in United Drug Co. v. 
Rectanus, 248 U.S. 90 (9 TMR 1) to obtain injunctions in those local areas, that fact 
would not affect its right to relief elsewhere. 

17. The quoted words are from Equitable Life Assur. Soc. v. Irelan, 9 Cir., 123 
F.2d 462, 464. In aceord Orvis v. Higgins, 2 Cir., 180 F.2d 537, 539; United States v. 
Fotopulos, 9 Cir., 180 F.2d 631. 
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is practiced by one in securing the trades of a rival dealer; and these ways 
are as many and as various as the ingenuity of the dishonest schemer can 
invent.’’*® 

In order to make out a case of unfair competition, it is only required 
that the natural and necessary consequence of appellees’ conduct in this 
respect was such as to cause deception.’® The case of Ross-Whitney Corp. 
v. Smith Kline & French Lab., 9 Cir., 207 F.2d 190, 99 USPQ 1 (44 TMR 
274), sufficiently demonstrates that wholly apart from trade mark infringe- 
ment, the appellant had here made out a case of unfair competition and 
that the court below had jurisdiction thereof. 

In view of the demonstration in the court below that the appellees’ 
use of DUTCH PAINT and DUTCH PAINT COMPANY was by false and mislead- 
ing advertising, and the consequent demonstration that there was a de- 
liberate and intentional design to cause confusion and mistake and to 
deceive purchasers, the conclusion must be that whether the cause be 
viewed as one of unfair competition or as one of infringement of a reg- 
istered trade mark, appellant is entitled not merely to relief by injune- 
tion but to an accounting of profits and damages as well. “But where an 
injunction is had against unfair competition, willfully conducted by the 
defendant with knowledge of the plaintiff’s rights, an accounting nor- 
mally follows.” Matzger v. Vinikow, 9 Cir., 17 F.2d 581, 584. 

As for appellant’s rights under the trade mark acts, since this is not 
a case where there has been “no showing of fraud of palming off”, (cf. 
Champion Spark Plug Co. v. Sanders, 331 U.S. 125, 131, 73 USPQ 133, 136 
(37 TMR 323), but where the showing is quite to the contrary and the inten- 
tional misleading has been demonstrated, appellant is entitled not merely 
to an injunction as prayed for but to an accounting of appellees’ profits 
and a recovery of any damages sustained under the provisions of Title 15 
U.S.C.A. §117, pursuant to the rule of Mishawaka Mfg. Co. v. Kresge Co., 
316 U.S. 203, 53 USPQ 323 (32 TMR 254). 

Accordingly the judgment is reversed and the cause is remanded with 
directions to dismiss the appellees’ complaint, to grant to the appellant an 
injunction as prayed for in its answer and counterclaim, and to proceed 
to take an accounting of the appellees’ profits, and to determine appel- 
lant’s damages as directed in this opinion. 


SS 





18. This and other California cases relating to unfair competition were cited by 
this court in Lane Bryant, Inc. v. Materinity Lane, 173 F2d. 559, 563, 81 USPQ 1, 4 
(39 TMR 299). : 

19. “If the natural and necessary consequence of said defendant’s conduct in this 
respect was such as to cause deception, said defendant, knowing the facts, must be held 
to the same responsibility as if it acted under the honest impression that no right of the 
plaintiff was invaded.” As quoted in Lane Bryant, Inc. v. Maternity Lane, supra, p. 564, 
81 USPQ at 5 (39 TMR 299), from Dodge Stationery Company v. J. 8. Dodge et al., 145 
Cal. 380, 78 P. 879. Cf. Straus v. Notaseme Co., 240 U.S. 179. 
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FASSMAN et al., doing business as ACTIVE AUTO SUPPLY CO. v. 
ACTIVE AUTO PARTS, INC. 


N. Y. Sup. Ct., Spec. Term, Queens Cty.—May 19, 1955 


ReMEDIPS—UNFAIR COMPETITION—BasIS OF RELIEF 

Plaintiffs seek to restrain defendants from using the name ACTIVE AUTO PARTS, 
INC. in connection with their automobile supply business on the ground that it will 
cause confusion with plaintiffs’ use of the trade names ACTIVE AUTO BODY SUPPLIES 
and ACTIVE AUTO SUPPLY CO. 

The evidence shows that the use by defendant of its trade name has caused 
confusion of customers which is likely to increase with expansion of the respective 
businesses. Since the trade name AOTIVE is not descriptive in any way of plaintiffs’ 
merchandise plaintiff will be entitled to an injunction against the continued use 
by defendants but no grounds are shown for an accounting. 

Action by Fassman et al., doing business as Active Auto Supply Co. 
v. Actiwe Auto Parts, Inc. for unfair competition. Judgment for plaintiffs. 
Isidore Ehrlich of New York, N. Y. for plaintiffs. 
Jacob D. Fishman, of New York, N. Y. for defendant. 


Hogan, Justice. 

Plaintiffs seek to restrain defendants from using the name ACTIVE AUTO 
PARTS, INC. in connection with their business of selling various auto acces- 
sories, supplies and parts on the ground that such use tends to and actually 
has caused confusion in the minds of plaintiffs’ customers and the general 
public, and has encroached upon plaintiffs’ good will and rights which have 
been acquired through their use of the trade names ACTIVE AUTO BODY 
SUPPLIES and ACTIVE AUTO SUPPLY CO. 

Upon the trial it was established that plaintiffs, copartners, have been 
wholesale distributors of automobile parts, accessories and supplies, with 
their store and principal place of business in Queens County, since 1948 
at which time they filed with the clerk of Queens County a certificate of 
doing business as ACTIVE AUTO BODY SUPPLIES. In 1953 they filed in the 
same county another certificate of doing business as ACTIVE AUTO SUPPLY 
co. Their business has continued without interruption and is steadily ex- 
panding, with customers in all five boroughs of the City of New York as 
well as in other parts of this state and in New Jersey. They have adver- 
tised by various means and are listed in the classified telephone directories 
of Brooklyn, Queens, Bronx, Manhattan and Nassau. 

Defendant was incorporated in New York State on July 14, 1954, 
under the name ACTIVE AUTO PARTS, INC. Its place of business is in Bronx 
County. The corporation deals principally in rebuilt automobile engine 
and engine parts, presently handling only a few accessories and supplies. 
Its certificate of incorporation states that it was formed for the purpose 
(among other things) to sell automobile accessories and supplies of every 
description. — 

There is proof that on at least three occasions during its short corpo- 
rate existence customers have been confused by the similarity of plaintiffs’ 
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and defendants’ names. The damage, if any, in each instance, was slight. 
However, it seems probable that confusion will continue to exist and that 
if the respective businesses continue to expand the threat of such confusion 
to customers and the public may assume serious proportions. 

There is no proof that defendants intended any deception, or sought 
to mislead plaintiffs’ customers. 

I find from the evidence that the plaintiffs have acquired an exclu- 
sive right to the use of the names ACTIVE AUTO BODY SUPPLIES and ACTIVE 
AUTO SUPPLY CO., that although each party may now be dealing in mer- 
chandise not sold by the other, nevertheless there are a substantial num- 
ber of articles of merchandise common to both, that both parties operate 
within the same territory, to wit, New York City and the surrounding met- 
ropolitan area, that the name ACTIVE AUTO PARTS, INC., later assumed by 
the defendants is so similar to those of the plaintiffs that it has already 
caused some confusion in the minds of customers of the respective parties, 
that its continued use will probably cause further confusion and will tend 
to mislead such customers and the general public, and is likely to result 
in substantial damage to the plaintiffs. 

Defendants advance the objection that the key word ACTIVE is a de- 
seriptive term and cannot be appropriated exclusively. The applicable 
rule may be stated as follows: ‘‘One may not take as a trade mark a 
generic name, or a name merely descriptive of an article of trade, of its 
qualities, ingredients or characteristics’ (Nims, Unfair Competition and 
Trade Marks, 4th ed., sec. 200). 

ACTIVE, by no construction, can be held to describe plaintiffs’ merchan- 
dise. It is rather a fanciful or arbitrary term, and does not fall within 
the prohibition. 

Plaintiffs therefore are entitled to a judgment permanently restrain- 
ing defendants from continuing the use of the name ACTIVE AUTO PARTS, INC. 
in connection with their business. They have shown no facts, however, 
which entitle them to an accounting of defendants’ profits. No costs are 
awarded. 

The above shall constitute the decision of the court, pursuant to section 
440 of the Civil Practice Act. 


NOMA LITES, INC. v. LAWN SPRAY, INC. et al. 
No. 326—C. A. 2—May 20, 1955 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE SECRETS 

Preliminary injunction against confusingly similar advertising is valid on 
ground that defendants’ advertising and packaging is so similar to material used by 
plaintiff as to entitle plaintiff to protection under New York Law even without 
preliminary showing of secondary meaning, and on ground that defendant was 
employed by plaintiff when latter was devising promotional campaign and thus 
became familiar with all of plaintiff’s ideas; such an abuse of confidential business 
secrets is sufficient basis for injunctive relief. 
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Action by Noma Lites, Inc. v. Lawn Spray, Inc. and Walter H. 
Steiner for unfair competition. Defendants appeal from order of District 
Court for Eastern District of New York granting preliminary injunction. 
Affirmed. 

Case below reported at 45 TMR 570. 

Morris Kirschstein (David B. Kirschstein on the brief) of New York, N. Y., 
for plaintiff. 

Asher Blum (Mock & Blum on the brief) of New York, N. Y., for defend- 
ants. 


Before Clark, Chief Judge, Medina, Circuit Judge, and Dimock, District 

Judge. 

Per Curiam. 

The preliminary injunction here granted is valid on two independent 
grounds. The defendants’ advertising and packaging of their product is 
so similar to the material used by the plaintiff for its product as to entitle 
the plaintiff under state law to protection even without a preliminary show- 
ing of secondary meaning. Santa’s Workshop, Inc. v. Sterling, 282 App. 
Div. 328, 122 N.Y.S. 2d 488, 98 USPQ 463; Notaseme Hosiery Co. v. 
Straus, 2 Cir., 201 F. 99. Further, the individual defendant, who is now 
the chief officer of the corporate defendant, was employed by the plaintiff 
when the latter was devising this particular promotional campaign, and 
thus became familiar with all of plaintiff’s ideas and plans. We have only 
recently held such an abuse of confidential business secrets to be a sufficient 
basis for injunctive relief. Franke v. Wiltschek, 2 Cir., 209 F.2d 493, 99 
USPQ 431. And defendants’ interests in the material itself are adequately 
safeguarded by the bond filed by the plaintiff, as increased upon suggestion 
of this court. 

In affirming the grant of injunction pendente lite without positive 
proof of secondary meaning by plaintiff, we do not wish to be understood 
to express an opinion as to whether on the actual trial such secondary mean- 
ing can or cannot be shown. It is possible that in the very seasonal busi- 
ness in which the plaintiff is engaged the time period necessary for a 
product to acquire a secondary meaning may be quite short. 

Affirmed. 


ADOLPH GOTTSCHO, INC. v. 
AMERICAN MARKING CORPORATION et al. 


No. A-133—N. J. Supreme Ct.—May 23, 1955 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF—TRADE SECRETS 
Where defendant, former employee of plaintiff, had in confidence learned trade 
secrets while in its employ and improperly used them, subsequent issuance of 
patents to plaintiff disclosing trade secrets did not terminate plaintiff’s preexisting 
cause of action against him. 


Action by Adolph Gottscho, Inc. v. American Marking Corporation, 
John K. Jackson, Alfred Reinke and Gus Reinke Machinery & Tool Com- 
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pany for misappropriation of trade secrets. American Marking Corpora- 
tion and John K. Jackson appeal from judgment for plaintiff of Chancery 
Division of New Jersey Superior Court. Affirmed; Heher, J., dissenting 
without opinion. 

Robert R. Daly, Ralph G. Mesce and Daly, Hillis & McCormick, of Newark, 

New Jersey, for appellants. 

Jerome C. Eisenberg, Eisenberg & Spicer, and Ralph Neibart, of Newark, 

New Jersey, for respondent. 

Before VANDERBILT, Chief Justice, and HEHER, OLIPHANT, WACHENFELD, 

BuRLING, JAcoBs and BRENNAN, Justices. 

Jacoss, Justice. 

The plaintiff Adolph Gottscho, Inc. duly instituted its action in the 
Chancery Division seeking injunctive and other relief against its former 
employee, Jackson, and the other named defendants; its complaint alleged 
that Jackson had in confidence learned the plaintiff’s trade secrets while 
in its employ and that he and the other defendants were improperly using 
them. After a lengthy trial Judge Speakman made complete factual and 
legal findings in the plaintiff’s favor; they are embodied in an opinion 
reported at 35 N. J. Super.—(Ch. Div. 1954). We are satisfied that his 
factual findings are supported by the evidence and that his legal findings 
conform with the principles recently expressed in Sun Dial Corp. v. Rideout, 
29 N. J. Super. 361 (App. Div. 1954), aff'd. 16 N. J. 252 (1954). Accord- 
ingly, we affirm the judgment entered below without additional comment 
except on two legal issues which have been stressed here by the appellants 
but were not involved in the Sun Dial case. 


I. 


The defendant John K. Jackson and the defendant Alfred Reinke, 
president of the defendant Gus Reinke Machinery & Tool Company, con- 
trolled the defendant American Marking Corporation. The complaint 
charged that the Marking Corporation was formed by Jackson and Reinke 
for the purpose of making and selling machines similar to the plaintiff’s 
machines and that the Tool Company was employed to perform the ma- 
chinery and assembly operations; it sought injunctive and other relief, 
including damages, against all of the defendants. After the case had been 
partially tried, an agreement dated November 17, 1952 was signed by 
Jackson, Reinke, the Marking Corporation and the Tool Company; it pro- 
vided for Reinke’s withdrawal from the Marking Corporation and for 
the cessation of the Tool Company’s operations for the Marking Corpo- 
ration as soon as pending work was completed. Thereafter, under date 
of June 4, 1953, the plaintiff entered into an agreement with Reinke and 
the Tool Company which provided, in part, that Reinke and the Tool 
Company would not, for a period of eight years, manufacture any marking 
or imprinting machines similar to the plaintiff’s and that the plaintiff 
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would discontinue its pending action “only as against Reinke and the 
Tool Company, and shall not claim any relief against them by way of 
injunction or damages in said action.” A stipulation dated June 4, 1953 
between the attorneys for plaintiff and the attorneys for Reinke and the 
Tool Company set forth that the pending “action shall be dismissed only 
as to the defendants Alfred Reinke and Gus Reinke Machinery and 
Tool Co., with prejudice, and without costs to either party”. The 
defendants contend that this stipulation constituted a release of two of 
the four defendant joint tortfeasors and legally operated as a release 
of all of them. See Vattani v. Damiano, 9 N. J. Mise. 290 (Cir. Ct. 
1931). But ef. Judson v. Peoples Bank & Trust Co. of Westfield, 17 
N. J. 67, 85 (1954). 

The history, purpose and limits of the doctrine that the release of one 
joint tortfeasor releases his co-tortfeasors have been extensively dealt with 
elsewhere. See McKenna v. Austin, 134 F.2d 659 (App. D. C. 1943); 
Prosser, Torts, 1107 (1941) ; Salmond, Torts, 90 (11th ed. 1953) ; Winfield, 
Torts, 205 (6th ed. 1954); Prosser, Joint Torts and Several Liability, 25 
Cal. L. Rev. 413, 422 (1937) ; 24 So. Cal. L. Rev. 466 (1951) ; 18 U. of Cin. 
L. Rev. 378 (1949); 11 Modern L. Rev. 230 (1948). Salmond, supra, ex- 
pressed the common law rule to be that the release applies to all even 
though this was not the intention of the parties “the reason being that the 
eause of action which is one and indivisible, having been released, all per- 
sons otherwise liable thereto are consequently released”. This rather meta- 
physical approach finds little acceptance in modern times and it is not 
at all surprising that recent decisions have sought to rest the doctrine on 
the equitable basis that there may be but a single satisfaction for a wrong 
and to confine it accordingly. Thus in Moss v. Cherdak, 114 N. J. L. 322, 
334 (E. & A. 1935) Justice Perskie stated that the doctrine was founded on 
a sound principle of justice, namely, that “there can be but one satisfaction” ; 
and in Judson v. Peoples Bank & Trust Co. of Westfield, supra, Justice 
Brennan similarly noted that it was rooted “in the sound and just principle 
that there may be but one satisfaction for a tortious wrong’’. In the latter 
ease this Court indicated approval of the view, which is being received 
throughout the states with increasing favor, that the issue of whether a 
separate settlement with one joint tortfeasor is made in full satisfaction 
or is made as a lesser compromise with the purpose of pursuing the other 
tortfeasors is a factual one which will properly turn on the intention of the 
parties. See McKenna v. Austin, supra; Bolton v. Ziegler, 111 F.Supp. 
516, 523 (D. Iowa 1953); Gronquist v. Olson, 64 N.W.2d 159 (Sup. Ct. 
Minn. 1954). Dean Prosser, supra at 1110, points out that in many jurisdic- 
tions there has been a definite retreat from the rule of the common law that 
a release of one joint tortfeasor necessarily releases the others and force- 
fully suggests the desirable rule to be “that a plaintiff should never be 
compelled to surrender his cause of action against any wrongdoer unless 
he has intentionally done so, or unless he has received such full compensa- 
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tion that he is no longer entitled to maintain it”. See Seavey, Cogitations on 
Torts, 53 (1954). 

The plaintiff here sought to restrain each of the four defendants 
from appropriating its trade secrets and it likewise sought an accounting 
from each of the defendants. An injunction against an accounting by one 
defendant could not fully protect the plaintiff nor satisfy its claims as 
against the others and, under these circumstances, it may be doubted that 
the defendants may strictly be considered as joint tortfeasors within the 
common law doctrine sought to be invoked by them. But even if they are 
so considered, we are satisfied that in the instant matter there never was any 
release within the proper application of that doctrine. See Judson v. 
Peoples Bank & Trust Co. of Westfield, supra; Gronquist v. Olson, supra. 
The stipulation dated June 4, 1953 contained no words whatever of release ; 
it simply provided that the action shall be dismissed “only as to the 
defendants Alfred Reinke and Gus Reinke Marking and Tool Co.” The 
intention of the parties seems wholly clear ; the action was to be dismissed as 
against the two parties named but was to be continued in full force as 
against Jackson and the Marking Corporation. There was never satisfaction 
in any sense or degree of the claims for injunction and accounting which 
had been asserted against Jackson and the Marking Corporation. Under 
these circumstances Jackson and the Marking Corporation may not justly 
claim that they were released ; on this issue the opinion in Judson v. Peoples 
Bank & Trust Co. of Westfield, supra, may be deemed controlling. Indeed, 
if it be still necessary to express the matter in traditionally artificial con- 
cepts, the stipulation may be viewed, both in terms and purpose, as a 
covenant not to sue rather than a general release. See Roseville Trust Co. 
v. Mott, 85 N. J. Eq. 297, 300 (Ch. 1915) ; Aljian v. Ben Schlossberg, Inc., 
8 N. J. Super. 461, 466 (Law Div. 1950); Prosser, supra at 1110. 


II. 

While its action was pending in the Chancery Division the United 
States Patent Office issued several patents to the plaintiff. These disclose 
some of the plaintiff’s secrets though not all nor most of them. Jackson did 
not learn any of the secrets from the patents; he learned them in confi- 
dence while in the plaintiff’s employ and improperly disclosed and used 
them long before the patents were issued. He contends, nevertheless, that 
the patents constituted public disclosures which automatically terminated 
the plaintiff’s pre-existing cause of action against him and the Marking 
Corporation to the extent that it related to secrets disclosed by the patents. 
Although there are decisions which suggest support for his position, we 
believe that reason and the weight of authority are to the contrary. See 
Shellmar Products Co. v. Allen-Qualley Co., 87 F.2d 104, 109, 32 USPQ 
24, 28-29 (7th Cir. 1937), cert. denied, 301 U.S. 695, 81 L. Ed. 1350 (1937) ; 
A. O. Smith Corp. v. Petroleum Iron Works, 74 F.2d 934, 935, 25 USPQ 
29 (6th Cir. 1935) ; Franke v. Wiltschek, 209 F.2d 493, 495, 99 USPQ 431, 
433 (2d Cir. 1953); Thiberg v. Bach, 107 F.Supp. 639, 642, 95 USPQ 49, 
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52 (D. N. J. 1952), aff’d. 203 F.2d 956, 97 USPQ 420 (3rd Cir. 1953) ; 
International Industries v. Warren Petroleum Corp., 99 F.Supp. 907, 
913, 91 USPQ 198, 204 (D. Del. 1951) ; McKinzie v. Cline, 197 Ore. 84, 252 
P.2d 564, 569, 96 USPQ 356, 359 (1953) ; Julius Hyman & Co. v. Velsicol 
Corp., 123 Col. 563, 233 P.2d 977, 999 (1951), cert. denied, 342 U.S. 870, 
96 L. Ed. 654 (1951). But ef. Conmar Products Corp. v. Universal Slide 
Fastener Co., 172 F.2d 150, 80 USPQ 108 (2d Cir. 1949) ; Picard v. United 
Aircraft Corp., 128 F.2d 632, 53 USPQ 563 (2d Cir. 1942), cert. denied, 
317 U.S. 651, 87 L. Ed. 524, 55 USPQ 493 (1942) ; Darsyn Laboratories v. 
Lenox Laboratories, 120 F.Supp. 42, 101 USPQ 50 (D. N. J. 1954), aff’d. 
217 F.2d 648, 104 USPQ 39 (3rd Cir. 1954). 


In the Franke case the plaintiff sought an injunction and accounting 
from the defendants who misappropriated trade secrets which they had 
learned in confidence ; in response to the contention that the secrets had been 
revealed by an expired patent, the court said: 


“Defendants argue that the heart of plaintiffs’ process was re- 
vealed by an expired patent, and that the improvements thereon were 
unpatentable applications of mechanical skill. This totally miscon- 
ceives the nature of plaintiffs’ right. Plaintiffs do not assert, indeed 
cannot assert, a property right in their development such as would 
entitle them to exclusive enjoyment against the world. Theirs is not 
a patent, but a trade secret. The esssence of their action is not infringe- 
ment, but breach of faith. It matters not that defendants could have 
gained their knowledge from a study of the expired patent and plain- 
tiffs’ publicly marketed product. The fact is that they did not. Instead 
they gained it from plaintiffs via their confidential relationship, and 
in so doing incurred a duty not to use it to plaintiffs’ detriment. This 
duty they have breached Junker v. Plummer, 320 Mass. 76, 67 N.E.2d 
667, 70 USPQ 332, 165 A.L.R. 1449, 70 USPQ 332, citing 4 Restatement, 
Torts §757 and comment a (1939) ; Peabody v. Norfolk, 98 Mass. 452; 
Vulcan Detinning Co. v. American Can Co., 72 N. J. Eq. 387, 67 A. 
339, 12 L.R.A., N.S., 102; Tabor v. Hoffman, 118 N. Y. 30, 23 N.E. 12, 
16 Am.St.Rep. 740; Spiselman v. Rabinowitz, 270 App. Div. 548, 61 
N.Y.S.2d 138, 69 USPQ 192, appeal denied 270 App. Div. 921, 62 
N.Y.S.2d 608; Eztrin Foods, Inc. v. Leighton, 202 Mise. 592, 115 
N.Y.S.2d 429, 93 USPQ 457. See also Smith v. Dravo Corp., supra, 7 
Cir., 203 F.2d 369, 97 USPQ 98; Schreyer v. Casco Products Corp., 2 
Cir., 190 F.2d 921, 90 USPQ 271, certiorari denied 342 U.S. 913, 72 S. 
Ct. 360, 96 L. Ed. 683, 92 USPQ 467; 4 Restatement, Torts §757 and 
comment a (1939); Nims, The Law of Unfair Competition and Trade 
Marks §§141, 143a, 148 (4th Ed. 1947); Note, Protection and Use of 
Trade Secrets, 64 Harv. L. Rev. 976, 979, 982; cases collected in 
annotated note 170 A.L.R. 449, 488-490.” 


In the Hyman case the court held that disclosures in patent applica- 
tions did not bar the plaintiff’s action to restrain the defendants from 
appropriating its trade secrets; in the course of its opinion it said: 

_ “Tt is our conclusion that the composition of matter embraced in 
applications for United States Letters Patent Serial Nos. 581172 and 
639416, 607078 and 643759 were plaintiff’s trade secrets, and defend- 
ants’ betrayal of these trade secrets may not be countenanced by a 
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court of equity. Assuming that the applications for patents in Great 
Britain and other foreign countries amounted to a disclosure of plain- 
tiff’s trade secrets, nevertheless it did not relieve the individual de- 
fendants here from their contractual and fiduciary obligation. The 
determination of what, if any, rights the public may have respecting 
the use of plaintiff’s trade secrets by reason of the application for let- 
ters patent in Great Britain or elsewhere, we will leave for decision 
when that question is presented. 

“The knowledge of chlordane and the construction and equipment 
of the plant in which the same was manufactured—for which it had 
expended several hundred thousands of dollars—were, as we have said, 
plaintiff’s trade secrets. Any knowledge which defendants acquired 
respecting those secrets was obtained while they were plaintiff’s em- 
ployees, and under a contractual obligation, as evidenced by their 
employment agreements, and in addition thereto this knowledge of 
plaintiff’s trade secrets was acquired by them in confidence and while 
they were occupying a fiduciary relationship. They now seek to ap- 
propriate these trade secrets to their own use and profit by a viola- 
tion of their contractual agreements and a betrayal of the confidence 
reposed in them by plaintiff. This they may not do; such conduct is 
abhorrent to our conception of ordinary honesty. Shellmar Products 
Co. v. Allen-Qualley Co., supra; E. I. Du Pont De Nemours Powder 
Co. v. Masland, 244 U.S. 100, 37 S. Ct. 575, 61 L. Ed. 1016; Marcalus 
Mfg. Co. v. Sullivan, 142 N. J. Eq. 434, 60 A.2d 330, 78 USPQ 269; 
Bohlman v. American Paper Goods Co., D.C., 53 F.Supp. 794; A. O. 
Smith Corporation v. Petroleum Iron Works Co., 6 Cir., 73 F.2d 531, 
60 USPQ 12; Conmar Products Corp. v. Universal Slide Fastener Co., 
Inc., 2 Cir., 172 F.2d 150, 80 USPQ 108; Consolidated Boiler Corp. 
v. Bogue Electric Co., 141 N.J. Eq. 550, 58 A.2d 759, 77 USPQ 483; 
Junker v. Plummer, 320 Mass. 76, 67 N.E.2d 667, 165 A.L.R. 1449, 
70 USPQ 332; Picard v. United Aircraft Corp., 2 Cir., 128 F.2d 632, 
53 USPQ 563, certiorari denied 317 U.S. 651, 63 S.Ct. 46, 87 L. Ed. 
524, 55 USPQ 493; Hoeltke v. C. M. Kemp Mfg. Co., 4 Cir., 80 F.2d 
912, 26 USPQ 114; Sandlin v. Johnson, 8 Cir., 141 F.2d 660, 61 USPQ 
71; Stone v. Goss, 65 N. J. Eq. 756, 55 A. 736, 63 L.R.A. 344; Heyden 
Chemical Corp. v. Burrell & Neidig, Inc., 2 N. J. Super. 467, 64 
A.2d 465; Larzx Co. v. Ricol, 224 Minn. 1, 28 N.W.2d 705, 71 USPQ 
115; Jones v. Ulrich, 342 Ill. App. 16, 95 N.E.2d 113, 87 USPQ 331. 
Paley v. Du Pont Rayon Co., 7 Cir., 71 F.2d 856; 170 A.L.R. 471, 
et seq.; 28 Am. Jur. p. 303, § 110, et seq., 35 Am. Jur. p. 525, § 97; 
56 C.J.S., Master and Servant, § 72, page 483; 43 C.J.S., Injunctions, 
§ 148, et seq., page 750; Hopkins on Trade Marks, Trade Names and 
Unfair Competition (4th ed.), p. 255, et seq., § 109; 1 Nims, Unfair 
Competition and Trade Marks (4th ed.), p. 419, et seq., § 149; 5 
Williston on Contracts (Rev. ed.), p. 4623, § 1646. 

We are not here concerned with any claim of patent infringement nor 


are we concerned with the rights of the public generally. Jackson learned 
the plaintiff’s trade secrets in confidence and, in violation of his fiduciary 
obligations, he disclosed and used them for purposes other than his 
employer’s benefit. See Sun Dial Corp. v. Rideout, supra, 16 N. J. at 
259; Vulcan Detinning Co. v. American Can Co., 72 N. J. Eq. 387, 395 
(E. A. 1907). His conduct was grossly improper and gave rise to the 
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plaintiff’s cause of action, based on long settled equitable principles and 
supported by the marked changes in the attitude of the law towards the 
need for commercial morality. Sun Dial Corp. v. Rideout, supra, 16 
N. J. at 261; Franke v. Wiltschek, supra, 209 F.2d at 499, 99 USPQ 
at 436. Cf. 3 Restatement, Torts, 540 (1938): “the tendency of the 
law, both legislative and common, has been in the direction of enfore- 
ing increasingly higher standards of fairness or commercial morality 
in trade”. We know of no persuasive reason for depriving the plaintiff 
of the benefits of its accrued cause of action because some of its secrets 
were later disclosed by the issuance of protective patents during the 
pendency of its action. Surely the defendants are in no just position 
to seek this result and the plaintiff should not be subjected to the burden 
and jeopardy of additional or divided proceedings to obtain the com- 
plete relief to which it is here fairly entitled as against the defaultant 
fiduciary Jackson and his company the American Marking Corporation. 
Affirmed. 


THE FEDERAL GLASS COMPANY v. LOSHIN et al. 
No. 220—C. A. 2—June 2, 1955 


REMEDIES—UNFAIR COMPETITION—BASIS OF RELIEF— 
TRADE AND COMMERCIAL NAMES 

Prerequisites for recovery for unfair competition set out by Connecticut courts 
and Second Circuit include establishment of prior secondary meaning and of 
reasonable likelihood of confusion resulting from defendant’s appropriation of 
plaintiff’s name and good will; ultimate questions is whether or not public is 
likely to be deceived and this is question of fact. 

Plaintiff, in order to obtain injunction, must show its reputation with general 
public in year defendant began use of name involved. 

Dealers would not be confused as to similar names owing to great disparity 
in types of commodities produced by parties. 

Defendant’s failure to register name which it first used in 1926 until 1945 
in violation of Connecticut statute is irrelevant in unfair competition action which 
seeks to enjoin use of name. 

Although exact territorial extent of trade name is question of fact, narrowest 
limit that could be reasonably imposed today would be that of a state. 


Action by The Federal Glass Company v. Samuel Loshin for unfair 
competition. Plaintiff appeals from order of District Court for District 
of Columbia denying motion for summary judgment. Affirmed. 

Case below reported at 45 TMR 169. 

Thew Wright, Jr., and Wiggin & Dana, of New Haven, Connecticut (John 
W. Barnett, of New Haven, Connecticut, and John J. Mahoney and 
Corbett, Mahoney & Miller, of Columbus, Ohio, on the brief) 
for appellant. 

Irving Levine and Spiro & Levine (Abram W. Spiro on the brief) of 
Danbury, Connecticut, for appellees. 

Before CuarK, Chief Judge, Meprna, Circuit Judge, and Drmock, District 
Judge. 
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CuarK, Chief Judge. 

Plaintiff appeals from a denial of its motion for summary judgment 
in an action for unfair competition based on the identity of company names 
used by the plaintiff and by the defendants. Both call themselves The 
Federal Glass Company, although they deal in very different products, 
the plaintiff manufacturing glass tumblers and dinnerware, and the de- 
fendants producing and installing glass plate and windowpanes. Plaintiff 
is a corporation conducting a nationwide business, with headquarters in 
Columbus, Ohio, while defendants’ activities are confined to the Danbury, 
Conn., area. Judge Smith denied the plaintiff’s motion for summary judg- 
ment because the plaintiff had failed to show as a matter of law that its 
reputation with the general public was established in the Danbury area 
in 1926 when the defendants began their operations. D.C.Conn., 126 
F.Supp. 737, 104 USPQ 1. 

This case came before another panel of this court on defendants’ mo- 
tion to dismiss the appeal for lack of an appealable order, with the result 
that the motion was denied on the ground that plaintiff’s collateral pray- 
ers for preliminary and final injunctive relief brought the case within 28 
U.S.C. § 1292(1). Federal Glass Co. v. Loshin, 2 Cir., 217 F.2d 936 (the 
present writer dissenting). Had that issue come initially before the present 
panel, we should have been constrained to hold the other way, though we 
do not feel it appropriate to reverse this ruling here, and hence proceed 
to a consideration of the merits. But because of its possible bearing on 
further proceedings in this and other cases, we feel it necessary to state 
our disagreement with the majority view there expressed. The writer of 
this opinion adheres to the view he expressed in his dissent, 217 F.2d 936, 
938-940, and to the rationale of the Third Circuit cases he there cited and 
relied upon; Judge Medina concurs in that view; while Judge Dimock 
does not feel presently called upon to vote on this issue. A resolution of 
these conflicts must ultimately come from the Supreme Court. The most 
recent decision of that Court on the appealability of interlocutory orders, 
Baltimore Contractors v. Bodinger, 348 U.S. 176, indicates that it is not 
likely to look with favor on this new inroad upon the traditional federal 
policy against piecemeal appeals. 

Plaintiff’s appeal challenges the standard of proof of prior reputa- 
tion imposed on it by the district court. The prerequisites for recovery 
for unfair competition have been often set out by the Connecticut courts 
and by us. These include establishment of a prior secondary meaning and 
of a reasonable likelihood of confusion resulting from defendants’ appro- 
priation of plaintiff’s name and good will. The ultimate question is al- 
ways whether or not the public is likely to be deceived; and this is a 
question of fact, depending on all the attendant circumstances. Middle- 
town Trust Co. v. Middletown Nat. Bank, 110 Conn. 13, 147 A. 22; 
Yale & Towne Mfg. Co. v. Rose, 120 Conn. 373, 181 A. 8; Yale Co-op. 
Corp. v. Rogin, 133 Conn. 563, 53 A. 2d 383, 73 USPQ 301 (37 TMR 
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365); Professional Equipment Co. v. Cardinal, 15 Conn. Supp. 384; 
Premier-Pabst Corp. v. Elm City Brewing Co., D.C.Conn., 9 F.Supp. 
754, 23 USPQ 84; General Time Instruments Corp. v. U. 8. Time Corp., 
2 Cir., 165 F.2d 853, 76 USPQ 211 (38 TMR 172), certiorari denied 
334 U.S. 846, 77 USPQ 676; Eastern Wine Corp. v. Winslow-Warren Ltd., 
2 Cir., 137 F.2d 955, 57 USPQ 433 (33 TMR 302), certiorari denied 320 
U.S. 758, 59 USPQ 495. 

Judge Smith was clearly correct in deciding that plaintiff would have 
to show its reputation with the general public in 1926. Only the general 
public was likely to be confused by the identity of names used by the 
two companies, since dealers would have recognized the great disparity in 
the types of commodities produced by each. Furthermore, dealers would 
have had little contact with the defendants, who dealt directly with the 
general public. And 1926 was the proper date for establishing this repu- 
tation, since it was then that defendants began to operate under their 
trade name. Their failure to register this name until 1945, although a 
violation of Conn. Gen. Stat. § 6728 (1949), is irrelevant for these pur- 
poses. Sagal v. Fylar, 89 Conn. 293, 93 A. 1027. 

The only point which gives us pause is the contention that Judge Smith 
improperly imposed on plaintiff the necessity of proof of its reputation 
in too limited geographical areas. This may not have been the judge’s 
intent, although it is true that he adverted to the insufficiency of the 
evidence to establish, as a matter of law, a prior reputation in the Dan- 
bury area. If he meant thereby that only evidence relating to purchases 
and sales of plaintiff’s product in that specific area would be admissible 
at the subsequent trial, this, we think, would unduly restrict plaintiff’s 
means of proving its case. Although the exact territorial extent of a trade 
name is a question of fact, the narrowest limit that could reasonably be 
imposed today would be that of a state. See Nims, The Law of Unfair 
Competition and Trade Marks §35A (4th Ed. 1947); 3 Restatement, 
Torts § 732 (1938). Since plaintiff’s affidavits in support of its motion 
for summary judgment did not incontrovertibly establish the existence of 
a prior reputation even in the State of Connecticut as a whole, Judge 
Smith’s denial of the motion is to be supported on that ground. His 
references to the Danbury area may well have purported to say no more 
than that, at the trial, some impact on that locality would ultimately have 
to be shown, either directly, through local transactions, or indirectly, 
through the doctrine of normal business expansion. 

The denial of summary judgment is therefore affirmed. 
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